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Money’s Revenge 


[ is said that President Truman, by appealing to Congress for the 
reinstatement of some of the wartime controls, helped the Labour 
Party to win the by-election at Gravesend. Now Mr Stalin has come 
along to help the Tories at Paisley by decreeing as thorough a piece of 
deflation as the world has ever seen. It is indeed a topsy-turvy world 
when state controls can be put on to save the free enterprise system and 
when the high priest of Communism can pay homage to the efficacy of 
market prices. 


An article on a later page analyses what Mr Stalin’s deflation means 
in the Russian context. It sheds a ray of light on the present state of the 
Soviet economy. But perhaps it is equally useful in illuminating the 
present state of the economy of the whole world. Russia is suffering from 
exactly the same disease as the rest of the world, the inflationary after- 
math of a major war. Whether the Russian inflation is more or less 
severe than those of the Western countries it is impossible to say. But 
what is quite clear is that Mr Stalin has been much keener in his analysis 
of the trouble and much more forthright in the steps that he has taken 
than any economic statesman of the Western victors. Indeed, the only 
other Government that is conducting an equally purposeful campaign 
against inflation is that of Italy, under the leadership of Signor Einaudi, 
on whose experiment our Rome correspondent reported last week. The 
Russian measures certainly have plenty of brutal logic, and the logic. at 
least is to be admired. Is there too much money chasing too few goods? 
Very well, let all money lose nine-tenths of its value. Once again Mr 
Stalin shows how little he cares for the doctrines of Marx when he sees 
the necessity for a definite economic policy. Nothing could well be less 
Marxian than the economics of the Five-Year Plan, which is a deliberate 
attempt to deprive the labouring masses of a far higher proportion of the 
fruits of their labour, for the sake of capital, than any private employer 
ever tried to do. And deflation equally, according to the Marxists, is a 
capitalist trick to cheat the workers. Indeed, Mr Stalin is much more 
of a capitalist than a socialist. His system is entirely devoid of any 
humanity; but it is equally free from muddled thinking. Unfortunately 
what Social Democracy is offering as a counter-attraction is a system that 
appears to eschew facts and logic as much as it dislikes brutality. 


All over the world inflation is now the enemy of progress and balance 
and sanity. There is no secret (though there is much muddle) about the 
nature of inflation: it is an excess of demand for everything over the 
supply of everything. Nor is there any secret about where it came from. 
Wars always breed inflation, and big wars breed big inflations. Inflation 
springs from the wartime habit of disregarding money. For waging war 
it is an excellent habit, like other wartime habits such as the disregard of 
pain and destruction and carelessness about human life. In the early 
months of the late war much impatient. vehemence was expressed, in 
these columns and elsewhere, at the slowness with which Mr Chamberlain 
and his colleagues were converted to the idea that money did not matter. 
Later the conversion was compiete—so complete that Mr Greenwood 
could refer to pounds, shillings and pence as “ meaningless symbols ” 
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and even Lord Keynes could talk about the “humbug of 
finance.” 

But like so many of the habits of wartime, disregarded money 
eventually takes its revenge. For money cannot be wholly dis- 
regarded. It is so valuable a social invention that men go on 
using it. Nor can it be wholly deprived of its functions. Where 
it exists, it persists in attracting goods, and where it exists in 
excessive volume it persists in attracting too many goods. 
Industrious bureaucrats build walls to contain it, they dig ditches 
to drain it off. But the National Savings ditches get silted up, 
and the walls have to be built ever higher and wider. Whatever 
the efforts that are made to control it, a flood of money is never 
effectively contained. There is always something that it can be 
spent on, and every expenditure uses up some scarce resources. 
If the flood of money is held back from the essentials of life 
by price control and rationing, and diverted to inessentials 
the distortion of the economy is only the greater. The attrac- 
tion of surplus money is so great that industry is sucked dry 
of its working capital and the flow of production suffers as a 
result. All this has happened many times before, and if they 
had been less confident in their ability to control economic 
forces the postwar governors of the world might have learned 
something from the lessons of the past. One of these lessons 
is that the public has never been prepared to admit, in the 
middle of an inflation, that anything was wrong with their 
incomes or their expenditures: “ world-wide shortages ” have 
always borne the blame, just as slumps are regularly blamed 
on “over-production.” Both explanations, of course, are 
fallacious: what is wrong in an infiation is that demand is too 
large and in a deflation that it is too small. 

* 


The only people who have shown themselves clear in their 
heads about this problem are the extremists, the Soviets on the 
one hand and such “ old-fashioned ” Liberals as M. Gutt of 
Belgium or Signor Einaudi on the other. Those in between, 
including virtually the whole of the Conservative and Labour 
parties in England, and of “ men of goodwill ” everywhere, have 
been and still are very puzzled and confused. 

The muddle-mindedness can be seen at its best on the sub- 
ject of prices. It is very widely believed that rising prices and 
inflation are one and the same thing. But they are not. It is 
true that they are associated together, like scarlet fever and 
rising temperatures. But so far from being the same thing, 
the one is nature’s cure for the other. Inflation is an excess of 
demand over supply, and one way in which the two can be 
brought into balance is by such a rise of prices that the avail- 
able supply absorbs the demand. It is true that something of 
a vicious spiral is set up, the increased prices creating some new 
demand. But even with strong trade unions, it is a spiral that 
eventually slows down to a stop. Nobody in his senses would 
advocate an indefinite rise in prices as an end in itself. But it 
does at least bring the inflation to an end, whereas holding all 
prices down merely guarantees that it, and its harmful distor- 
tions, shall go on for ever. 

There is another muddle about the effect that any attempt 
to get rid of inflation would have on the standard of living of 
the people. Sir Stafford Cripps, who can usually think straight, 
lent himself to this muddle when he said he would prefer to 
protect stomachs rather than purses. The object of any disin- 
flationary policy—let it be admited with all candour—is to 
reduce the money incomes, or at least the money expenditures, 
of the people. “ The people” means all the people, and if the 
emphasis in this country is on the money incomes and expendi- 
tures of the wage-earners, it is only because they now engross 
so very large a proportion of the whole (after tax), and because 
their incomes are, by and large, the only ones which have risen 
in real value. But to say that the object is to reduce money 
incomes is not te say that it is to reduce the standard of living. 
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What is consumed at present depends on how much stuff there 
is to consume, and an effective disinflationary policy, by getting 
rid of some of the present choking distortions, would 
increase the amount of stuff to be consumed, There migh 
indeed be less tobacco and beer consumed, there might be fewe; 
gigantic crowds at football matches, carried there by motor 
coaches using imported petrol, there might be less squandering of 
money on trash. But would these reductions really be againg 
the interest either of the country at large or of the working 
class ? A disinflationary policy, sufficient to bring demand into 
relation with supply, would not deprive the wage-earners of 
anything that does them any good. It is really the purse after 
all, and not the stomach, that Sir Stafford is protecting. 

A third muddle overhangs the rate of interest. What prices 
are to the flow of expenditure on consumption, the rate of 
interest is to the flow of expenditure on capital. The recent 
White Paper on the capital cuts showed that it is just as diffi- 
cult to reduce the volume of capital outlay by measures of 
control and allocation as it is to reduce the total volume of con- 
sumption expenditure by rationing and controls. Yet a rise in 
the rate of interest is another of the sacred taboos, which only 
black-hearted reactionaries dare mention. It is the fashion to 
say that it would have little effect in cutting capital expenditures 
—but past experience is to the contrary. 

* 


Mr Stalin, when he sees what harm inflation is doing to 
his country, can take effective action against it. So can Signor 
Einaudi. The Americans, in their different way, can take what 
may perhaps be called effective inaction, for the sequel will 
certainly show that, by letting things rip, they will bring demand 
down into equilibrium with supply—indeed, probably far below 
it. But we poor British seem to be stretched so tight between 
a number of contradictory rigidities that we cannot move, 
Incomes must not be touched—there must be no “ mucking 
about with the workers’ pennies,” irrespective (apparently) ot 
what they buy. Prices must not go up. And the rate of 
interest must be kept down . Any one by itself would be pos- 
sible ; the three in combination simply do not make sense. The 
economy is being pulled to pieces, and the Government's 
various programmes, as they follow in rapid succession, are 
merely pasting white papers over the cracks. 

Not for the first time, the Left of the western democracies— 
and the Right too, for that matter—may well be exhorted to 
pay less attention to the theory of Communism and more to 
the practice of Stalinism. Only in Russia and in America have 
there been really effective economic policies in recent years. 
And underneath all the ideological nonsense, underneath all the 
very real political and social differences, the two economies are 
strikingly similar. Stakhanovism, industrial purges, the Five- 
Year Plan and the devaluation of the rouble—what are those 
but somewhat stiff and over-formalised versions of the great 
capitalist virtues—a system of incentives to enterprise, of 
rewards for success and of sanctions for inefficiency, a first 
lien on the national income for productive capital investment, 
and the maintenance of sound money. These principles work, 
both in America and (apparently) in Russia, and the fact sug- 
gests that what makes an economic system effective is not 
whether it is planned or free, or half and half, but whether it 
is based on a realistic appreciation of the basic truths about the 
springs of human action and the origins of material wealth. 
The British people may wish to erect a superstructure different 
from either the Russian or the American. There is no reason 
why they should not do so. But they will not make much 


progress if they try to disregard these basic principles, if they 
build on humbug and substitute sentimentalities for realities. 
And their system will not work if they allow the place of 


economic policy to be usurped by the mere recital of mutually 
contradictory taboos. 
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‘What Next for Germany ? 


HE issue on which the Foreign Ministers’ Conference 

finally broke down happened to.be reparations ; the Western 
Powers could not abandon their demand that the repayment 
of their credits and subsidies should be the first claim on any 
surplus German production, while the Russians were equally 
insistent that reparations should have the highest priority, But 
it is obvious from the course of the negotiations that the actual 
breaking point was less important than the fact that on neither 
side did the pre-conditions of agreement exist. It is quite clear 
that neither believed a word the other said. It is also clear 
that both sides were relating their claims and counterclaims 
to a wider issue than that of Germany alone. The struggle 
for established “spheres of influence” in Europe is in full 
swing and the boundary drawn through Germany and Austria 
is a front line which neither side regards as final. Until the 
balance between East and West has become far more clear 
than it is today, both sides will remain reluctant to alter the 
frontier by any voluntary withdrawal. Yet that is precisely 
what a genuine concession would mean. Settlements, after 
all, tend to reflect an already established balance of forces. 
They do not create one. Today, the pre-conditions of a settle- 
ment—an agreed and established balance of forces and general 
confidence that nobody is trying to upset it—do not exist. 

This does not mean that they may not one day do so, perhaps 
sooner than the weary and disgruntled Foreign Ministers 
imagine. If some years pass without either Russia or America 
making any actual move that the other construes as aggression, 
the mood of total distrust may wane. In its place can grow 
areal desire for a modus vivendi. Equally, the success or failure 
of the Marshall Plan will determine in the next few years 
whether it will be Russia or the Western Powers thet will 
retreat from the exposed positions they now occupy in Europe. 
When that basic uncertainty has been clarified, a German 
settlement will become practical politics. The Foreign Ministers 
are, therefore, right to adjourn the Conference and not to break 
off negotiations irrevocably. In this way they can maintain 
the principle that agreement is necessary, while admitting that 
for the moment it is beyond their grasp. 

Yet even if the present breakdown in negotiations need not 
be taken too tragically, it presents the Western Powers with 
certain awkward and immediate problems in Germany. For 
instance, will they be able to maintain their isolated out- 
post in Berlin? The non-Russian sectors of the capital, 
completely surrounded by Russian-controlled territory, would 
prove excessively difficult to police, protect and provision if 
Russian hostility showed itself in direct pressure to dislodge 





LIFe 













SIR RANDLE HOLME (Godden, Halme & Co.) 


OWEN J. HUMBERT, ESQ. (Taylor & Humbert) 


‘QUITY&]| AW 


Established 1844 
ASSURANCE 
20, LINCOLN’S INN FIELOS, LONDON, W.C.2 


DIRECTORS 
Chairman: SIR GEOFFREY ELLIS, Br. 
SIR ARTHUR F. B, fORDE (Linklaters & Paines) 


Tur Rt. Hon. SIR RICHARD HOPKINS, P.C., G.CB.° 


Tus Rt. Hon, LORD KENNET, P.C., G.B.B., D.S.O, 

Gencral Manager and Actuary 

R. J. KIRTON, ESQ., M.A., FP. 
Investment M. r 

LEWIS G. WHYTE, 


the British, the Americans and the French. Another problem 
which Russian action could render acute is the drift of popula- 
tion from East to West. Thousands of Germans have moved 
themselves out of the Russian zone in recent months. If the 
thousands were, under Russian pressure, to become hundreds 
of thousands, the Western zones would face insoluble problems 
in housing and feeding the multitudes. M. Bidault tried to 
raise the issue of Western Germany’s over-population at the 
Conference, but without success. So far the situation is manage- 
able, It would hardly remain so if the trickle of refugees were 
to become a flood, 


But the most urgent problem raised by the breakdown of 
the Foreign Ministers’ Conference is the question of a 
Central Government for Germany. It seems certain that 
the Russians will now establish in their zone a Government 
dominated by the Socialist Unity Party and claiming to be 
the Government not of the Eastern zone but of all Germany. 
The Western Powers will be denounced—as Mr Molotov has 
already denounced them—as the saboteurs of German unity, 
and the new Government, with its seat of authority in Berlin, 
the old capital of the Reich, will claim the loyalty of all Germans 
in every zone. If this challenge is presented—and everything 
suggests that it will be—should the Western Powers make any 
reply to it? Should they simply continue to run their zones 
without a genuine central authority in the hope that someday, 
somehow, unity will be reached and a genuine central 
Government established ? Or should they organise an effective 
instrument of administration in the West and claim for it also 
the status at least of a provisional Government ? 

The arguments for making no change in the status quo in 
the Western zones are likely to be heard most strongly in France. 
The French dislike in principle the idea of a central administra- 
tion for Germany and they cannot see why the present dis- 
memberment of the German state should not continue. Outside 
France, many people who do not share the French repugnance 
for any German central authority nevertheless feel that the time 
for such an authority in the West has not yet come. They 
argue that to play the Russians at their own game will simply 
widen the breach between East and West and lead in Germany 
to a renascence of the worst forms of competitive nationalism, 
the rival German “ Governments ” outbidding each other in 
the effort to secure the support of the other’s subjects. They 
believe that, in the long run, the Germans will be more drawn 
to a policy which refuses to regard the partition ‘of Germany 
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as anything but temporary, which does not perpetuate dis- 
memberment by using it as the foundation for pretentious 
structures of government. 

These are serious arguments. The peace of Europe is, heaven 
knows, so frail a fabric that no one would lightly add to the 
wear and tear it must sustain. The prospect of an auction 
of nationalism between rival German Governments, backed by 
rival groups of Powers, is the spectre that has haunted Europe 
since the meeting at Potsdam, and it looks no less baleful or 
grim now that it appears to be on the point of materialising. 
But have the Western Powers really any choice ? The French 
preference for dismemberment overlooks what is likely to become 
the strongest factor in the whole case—the attitude of the 
Germans themselves. They can remain divided into zones only 
so long as they are in fact run on a “ colonial” basis, by direct 
administration. No Western Power is prepared to sustain such 
a policy in the long run, and already the moves inside Germany, 
among the German parties themselves, are tending towards the 
creation of a genuine -centre of authority in Frankfurt. 

This tendency is not only politically inevitable. It is 
economically essential. Only if a singie administration with 
sufficient economic powers comes into existence can anything 
like reasonable economic order be established in the West. The 
desperately narrow economic resources of Western Germany 
cannot be effectively and economically deployed, so long as 
effective power is split among a number of state governments. 
The crucial shortage of food, in particular, cannot be remedied 
so long as a more or less sovereign Bavaria refuses its produce 
to an equally sovereign, but unfortunately starving Ruhr. The 
internal necessities of the Western zones all press.in the direction 
of effective central Government. Indeed, it can be argued that 
Germany is as short of government as it is of food. 

” 

The real issue, however, is not so much the technical need 
for unity in the Western zones as the problem of German 
sovereignty as a whole. Is there to be no reply to the Russian 
claim that a puppet government in their zone, ready to swallow 
reparations, ready to swallow the Oder frontier, representing 
at the best only one-third of the German population (and then 
only by a fiction)—that this Government is the sovereign and 
legitimate authority for all Germany ? However weak the desire 
for effective unity may be today in some parts of Germany— 
particularly in such traditionally separatist states as Bavaria— 
no nation so far in history has abandoned the idea of national 
unity once it has realised it. Germany’s late arrival at national 
unity has in many ways made the national spirit stronger 
among Germans than it is with other peoples who can take 
it for granted. Inevitably, national unity will be a 
rallying cry strong enough to outweigh most, if not all, 
of the temporary inconveniences of achieving it. If the claim 
of a Russian-controlled Government in Berlin to represent that 
unity were left unanswered, in time a majority of Germans 
might rally to it, whatever their reservations about its true 
nature might be—just as, in Italian eyes, the sins of the House 
of Savoy were washed clean when Victor Emmanuel became 
the only champion of Italian unity, or (to take a more ominously 
parallel case) just as South and Central Germany accepted 
the dominance of Prussia when Bismarck made it clear that 
that was the only road to German unity. To have two rival 
governments, both claiming to be the government of Germany, 
may be absurd and dangerous—but it is less absurd and less 
dangerous than to have only one, and that one under Communist 
control. 

Does it therefore follow that the Western Powers should 
now do what Mr Molotov accuses them of having plotted from 
the start—that they should set up a West German.Government 
to rule a unified state of Western Germany ? It is to be hoped 
that they -will not do anything se foolish. The Western Powers 
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are not interested in creating a West German State. 

are interested in restoring a united Germany, and any au 
they set up to rule in whatever part a Germany. they "a 
control must be not a West German Government but the 
provisional Government of Germany. With two-thirds of the 
population, the richest industrial regions, the greatest 

the greatest river and the most highly developed and industrioys 
population, a provisional Government covering the Wester 
zones would have far more genuine grounds for claimj 
authority over the whole nation than the rulers of the Soviet. 
controlled rump. And it should at all costs claim no less, [f 
the Soviet claimant has the trump card of Berlin, the Frankfur 
government will have at least three trumps—it will not have 
to pay reparations; it will not have to accept the Eastern frontier; 
and it will be allowed to talk back to its patrons. As the years 
go by, it can also hope to have the ace of trumps, a higher 
standard of living. 

The recognition that a central authority established in Frank. 
furt was the provisional Government of Germany would clarify 
many problems of policy which might remain obscure if the 
error were made of thinking only in terms of a West German 
State. The policies to be pursued by the Western Allies should 
be quite simply those which they would pursue if the unity 
of Germany had in fact been secured. They should reform 
the currency; they should revive industry; they should put a 
stop—or at least a final limit—to the dismantling of plant; they 
should put as much responsibility as possible on the Germans 
for the control of their imports and exports; they should accept 
Germany as an integral part of the new Western Europe that 
is the aim of the Marshall Plan ; they should progressively 
transfer to the Germans both the substance and the forms 
of sovereignty, reserving only safeguards against re-armament 
and possibly some permanent supervision of the Ruhr. These 
policies should be worked out in such a way that they could 
easily be extended to the whole nation and the intention to 
do so as soon as circumstances permit should be stressed at 
every point. 

Yet having laid down with the utmost emphasis the need for 
a provisional German Government in the West, one is compelled 
to admit that the main obstacles to such a policy have not been 
removed, since they lie not in any Russian opposition but among 
the Western Allies themselves. Those who believe that the 
Western Powers came to the London Conference determined 
to set up a separate German Government, whatever concessions 
Mr Molotov might offer, should perhaps consider how totally 
unready the Western Powers are to pursue such a policy. There 
is no agreement between the French and their Allies on such 
vital points as the status of the Ruhr or the safeguards to be 
imposed in return for greater economic centralisation. There 
is barely an agreement in principle that the French Zone should 
enter a unified Western region. Practical means of incorporation 
have not even been discussed. It has taken the British and the 
Americans ten weeks of sustained haggling in Washington 
to work out the financial details of their bizonal settlement—a@ 
delay which promises little for speedy decisions in the future. 
And none of the three Allies is very impressed with the ability 
and drive of the Germans to whom a little responsibility has 
been given and to whom more power must now be transferred. 
The truth is that however desirable a provisional German 
Government in the West may be, the Western Powers have 
thought out neither the principles nor the tactics of bringing 
such an authority into existence. So little did they prejudge 
the issue of the London Conference that they are now unable 
to deal speedily and effectively with its outcome. If there is a 
functioning provisional Government in Germany by Easter it 
be in Berlin, not in Frankfurt ; and for once the Western Allies, 
having shed their Russian colleague, will have only theme? 
to blame. 
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Will Graduates be Unemployed ? 


W ILL there be a sudden slump in the prestige of university 
education next summer, because of a steep increase in 
unemployment among young graduates? Are too many arts 
students passing through the universities ? Does a university 
education stimulate excessive hopes in the hearts of its benefi- 
ciaries ? What can be done to persuade young men and women 
from the universities to go.willingly into business, and business 
to take more arts graduates ? After all that has been said over 
the past eighteen months about the importance of increasing the 
output of the universities it may come as something of a shock 
to find such questions necessary. What has happened ? 

It is, in part at least, a temporary problem. For something 
like six years the universities were very largely on a care-and- 
maintenance basis ; two whole university generations have been 
almost completely lost to the country. It follows that there must 
be a shortage of university graduates even on the basis to which 
the country had accustomed itself before the war. And, indeed, 
it is a matter of common observation that there is a crying 
demand for young men and women who, after graduating, have 
had three or four years’ practical experience—that is, for the 
men and women who would now have been available if there 
had been no interruption. But to say this is not to say that it 
will be easy for the professions or for business to cope with an 
unusually large wave of immediate graduates, of beginners. The 
universities are making an effort, as they are in duty bound, to 
make up for lost time, and the result is that several university 
generations are presenting themselves for jobs almost at once. 

Whatever the cause, and however valid the reasons for hoping 
that the difficulty is temporary, the result is to illuminate one 
of the more permanent difficulties in university expansion. The 
impulsion to a growth in the size of the British universities 
came originally from the side of the scientists. There is no 
doubt about the increased demand for scientists and technicians 
and—subject to one or two qualifications made below—no 
difficulty is to be anticipated in placing the increased flow of 
graduates. But it was wisely held, by the Barlow Committee 
and by others, that if the universities are to expand they should 
expand all round. Moreover, the entrants have the same view ; 
there has been no tendency to desert the arts for the sciences. 
The present difficulty concerns the increased numbers of arts 
graduates who may next year find themselves milling around 
on one side of the river looking for jobs while across it are 
a number of openings of which neither employers nor their 
potential applicants are yet aware. 

The most recent statement of university numbers was given 
in answer to a Parliamentary question on December Ist: — 


FuLL-Timge UNIVERSITY STUDENTS, GREAT BRITAIN 
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Academic Year 1938/39 Autumn Term 1947 


Men | Worms | Total Men 
j 


Women Total 


| 
sis a 


Arts, including theology, fine art, | 

















law, music, commerce, eco- | 

nomics and education ........ | 14,936 | 7,576 | 22,512 | 22,096 | 12,106 | 34,200 

MP POMOC: 6 vane caw cpa ce ees kx | 5,909 1,858 1,767 | 11,193 3,527 | 14,520 
Medicine and dentistry ........- 11,623 2,013 | 13,636 | 12,389 5,175 | 15,564 
Tepok BY incheding engineering, | | | 

applied chemistry, mining, | } i | 
qnetallurgy, architecture, ete,.. 5,199 89 | 5,288 9,850 293 | 10,143 
griculture, including forestry, | 

horticulture and daley-weik.. 890 | 153 | 1,043 | 1,99% 343 | 2,337 

Grand Totals......c0ss+0s | 38.957 | 212,689 | 50,246 | 57,520 | 19,248 | 76,164 
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There has thus been an overall increase in numbers of §3 per 
cent since 1938, which is an admirable achievement. The break- 
up of these global figures reveals some very sharp differences 
between faculties; the number of arts students has now 


increased by some 50 per cent, whereas the numbers studying 
pure science and applied science have both doubled, Only in 
medicine has the increase been slight—a mere 14 per cent— 
partly because there was a much smaller wartime interruption. 
The proportion of arts students to the total has remained almost 
constant—it was 44 per cent in 1938/9 and has been 45 per cent 
this last term. But proportions matter less than absolute 
numbers. With 12,000 more arts students in the universities 
than in 1939, it is doubtful what immediate jobs they will be 
able to find in 1948, 1949 or 1950, when the ex-service bulge 
will be working its way out of the universities, For the present 
there is no anxiety about the scientists and technologists, for 
whom some universities report three jobs for every applicant. 
The chances for most arts graduates, however, show no such 
wide range of choice. 


& 


What are the main openings for arts graduates and what is 
the competition for them ? University Appointments Depart- 
ments report that the popularity of the civil service as a career 
is overwhelming, the international organisations are good 
seconds, and the various public corporations and bodies of a 
like kind can claim third place. Teaching, except for those 
who have committed themselves at an early stage for teachers’ 
training grants, is unpopular ; business comes a very long way 
down the list, 


There are four reasons for the unpopularity of business. First, 
its unfamiliarity ; many families have some direct or indirect 
contacts with business and industry, but the contacts are usually 
very local and their manifestations may be not at all glamorous, 
while “ big business ” is remote and unknown. Secondly, there 
are no regular entrance roads into the business circle, as there 
are into the civil service or teaching ; instead of taking a public 
examination or doing a regular training, the new recruit must 
grope and feel his way by introduction, recommendation or 
wire pulling. Thirdly, the work that most business firms can 
give the new entrant in his first few years is less attractive 
than he can get in the public services ; and though the further 
prospect may in fact be more attractive—both in pay and in 
character of work—it is uncertain and seems remote to the 
young man who is in a hurry, as ex-servicemen are ant to be. 
And fourthly, the lure of high finance and business enterprise, 
while it has long since lost the nineteenth century taint of 
“trade,” has acquired another unwelcome flavour. To a 
generation bred in socialist doctrines to enter the palaces of 
capitalism is rank betrayal. The Appointments Departments 
also report a very strong bias against entering business, a bias 
persuasively supported by parents, who remember the depres- 
sions of the twenties and thirties, and think a job in the public 
services much safer. 


Yet it is in business that the graduate is needed, and it is 
only in business that he can be placed in large numbers. While 
it is perfectly true that the civil service could do with a certain 
increase in the administrative grade, and that more future 
administrators are wanted in local government and in the new 
public boards, these demands are quantitatively small. It is 
no use relying on them to absorb a large increase in numbers. 
There are rather more openings in teaching, and the schools 
are anxious to recruit more graduates with good degrees. But 
the large area of new employment must be commerce and 
industry. Industry needs such recruits, even if it does not 
yet recognise the need ; and from the point of view of the 
country it is urgently necessary not only that more men of 


vision and broad idcas should swell the ranks of industry’s 
High Command, but that more NCOs should be drawn from 
the universities. The industry of the country needs all the 
fresh blood and the’ challenge of new ideas that it can get 
in all its parts. 

But to achieve this new infiltration, both undergraduates and 
industrialists will have to undergo a considerable conversion. 
Short of revelation through the dole, the conversion of the 
students is likely to be slow. Unemployment among students 
in Germany and Austria between the wars shows how difficult 
the adjustment of prejudices and standards can be—and, 
incidentally, how dangerous. The prospect for a changed attitude 
among employers is more hopeful, for they are likely to find 
a shortage of good recruits from the schools. Indeed, some 
employers are already beginning to feel anxious. As university 
education becomes more popular, and state scholarships make 
it less expensive, a higher and higher proportion of bright 
boys will go right through the educational system with a free 
secondary and university education. Employers who have, in 
the past, recruited at sixteen and eighteen will increasingly 
find that only the less bright ate available and that the cream 
have passed out of their ordinary reach. 

The need for a change of outlook is urgent. At the end 
of the academic year last July, employers had still a number 
of vacancies. Nevertheless, there was a hard core of about 
a thousand graduates who had difficulty in finding suitable 
work. Most of these are now absorbed. Next year 
there may well be fewer openings and there will certainly be 
a larger cfflux from the universities. These difficulties are 
likely to be intensified in 1950. The Appoinuments Depart- 
ments of the universities are already very concerned about 
the position, and the Federation of British Industries is con- 
vening a conference in the early spring to discuss this question 
between industrialists and the universities, and there are signs, 
although still far too few, that individual business concerns, for 
instance some of the banks, are revising their attitude. Even 
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so, any change which necessitates the admission of nop. 
technical graduates to industry is bound to be slow. Aggy 
it involves accepting not only more future directors, but the 
much more ordinary recruit who may never rise high, by 
yet has his contribution to make as a works or bank meee, 
or as a labour or welfare officer. 

Some brief mention should be made of the peopel “ 
science graduates. So far, all the expectations aroused by the 
Barlow Report on scientific manpower have been justified, ang 
industry is clamouring for scientists. Nevertheless, even 
this stage one word of warning is necessary. The Baroy 
Report dealt mainly in global figures, and the detailed inquirigs 
into the demand for scientists in particular scientific fields which 
have followed have revealed large variations. Until the univers. 
ties are told the detailed requirements, there is a real danger 
that some departments will over-expand and that employment 
difficulties will follow. 

For the moment, however, it is the arts and not the science 
graduates who are causing anxiety. It would be a tragedy if 
the drive and enthusiasm which has gone into building up the 
universities after the war were to be cut short and spoiled 
because of a short-term lack of balance between supply and 
demand. There can be no doubt that the nation needs to 
provide higher ‘education for about twice as Many young men 
and women as before the war, if it is to maintain its status, 
both culturally and industrially. But it is equally necessary 
to face the prospect that the process of adjustment may be 
extremely uncomfortable, and all the more so if economic 
difficulties encourage industry to adopt a cautious attitude. If 
however parents, schools and universities are prepared to regard 
industry as the nation’s bread winner and not as a slightly 
disreputable underworld, the pangs of the transition can be 
greatly reduced. It is up to those who both give and receive 
a university education to appreciate that flexibility of mind is 
as essential as the acquisition of a special skill, and for industry 
to appreciate that new men are needed for changed times. 


China’s Tepid War 


N London the Foreign Ministers have fought only with 
words and the war has remained cold. In China, with 
between four and five million men under arms on one side or 
the other, the argument is carried on with bullets. Yet the war 
can hardly be called “ hot ”—at least by the standards of the 
recent controversy with Hitler. The Chinese civil war, though 
noi without bloodshed, is a strangely shapeless, non-committal 
and inconclusive affair, as indeed is indicated by the rarity of 
any event in it which can qualify as “news” at the level 
imposed on the British press by the present newsprint shortage. 
This does not mean, however, that China is not suffering grave 
devastation or that there is no risk of the struggle leading to 
international complications. The issue of aid for China is, in con- 
temporary American politics, complementary with—and can also 
be competitive with—that of aid for Europe, while from the 
Communist side it is clear that the effort to obstruct such aid 
will be as determined in Asia as in Europe. 

The war in China may be compared to a game of chess in 
which white has neither king nor queen, but has the possibility 
of winning the game in the ordinary way by checkmate, whereas 
black can only win—in the absence of a white king to be 
checked—by taking all white’s pieces. The “ Nanking ” Govern- 
ment would lose the game if it lost its capital (or Shanghai), 
but the Communists cannot be decisively defeated by the loss 
of any place which they hold ; the capture of their former head- 
quarters at Yenan by Government forces did not make any 
difference to them. Outside North Manchuria the Communist 


power has an essentially guerilla character. As General Fu 
Tso-yi, Commander-in-Chief of the Government armies in 
North China, complains, the greatest asset of the Communists 
is their “ ability to run away.” Only by destroying their bands in 
detail can their power be broken and their interruption of roads 
and railways brought to an end. The Government troops, ia 
spite of their superior numbers and equipment, have so far had 
little success in their campaigns of “ mopping up” a highly 
mobile enemy, well-co-ordinated by a central directing authority, 
but dispersed over an area several times the size of the British 
Isles. On the other hand, the Communists lack strength for 
pitched battles and—again with the exception of North Mat- 
churia—have not been able to capture any large city or to held 
any important position against really determined Government 
attack. The result of warfare on these terms is a lack of clea 
cut military decision on a national scale, though it would be mis- 
leading to speak of a stalemate because the situation is too fluid 
and the “fronts ” are continually changing. 

It is doubtful whether a mere increase of armaments on eithet 
side would have a decisive effect. Both sides have enough small 
arms for such fighting as they indulge in. The Government has 
the advantage in heavier weapons whenever the Communists 
give battle under conditions which allow scope to them. But fot 
the pursuits in the countryside the Nanking troops can make 
litte use of heavy armaments, even when they are pape 
to maintain and operate them. The Communist bands sleep 


villages by day and march by night, giving few targets to superior 
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air power, or they lie concealed in loess caves or in the fields of 
kaoliang, a kind of sorghum which is a staple crop in North 
China and Manchuria and grows as high as a man. In this 
kind of warfare, bombers and tanks do not yield results com- 
parable to the cost of their maintenance and supply services. For 
the Communists the provision of a quantity of heavy equip- 
ment and munitions, with suitable training of formations to 
use them, would mean a greater addition of fighting power, and 
in Nanking it is feared that such a striking force is indeed 
being prepared with Russian assistance in North Manchuria. 
But the Communists would be giving hostages to fortune if 
they turned over in any considerable degree from guerilla to 
positional warfare, nor would it be easy for the existing Com- 
munist military leadership, which has for so long been schooled 
in guerilla tactics. From a Russian point of view large-scale 
material aid to the Communists would destroy the semblance 
of non-intervention which the Russians have been able to keep 
up since their evacuation of Manchuria, and would provoke 
a renewal of American arms supplies to Nanking on a much 
more formidable scale than hitherto. 
* 

The question is not, however, merely—or perhaps even mainly 
—a military one. The Chinese Communists undoubtedly have 
a strong popular following, and in North China they have a 
record of local political power and administration independent 
of any Russian support. In Manchuria the situation is rather 
different, for there the Communists were not only helped into 
power by the friendly Russian occupation, but continue to stand 
in a special relation to the Russian authorities in Port Arthur 
and Dairen and in the management of the Manchurian trunk 
railways. But, in general, the Chinese Communists are not so 
obviously tied to the Soviet Union as their brothers in the 
Eastern European countries of the Russian bloc, and it has 
been possible for them to a certain extent to steal the old 
nationalist, anti-imperialist thunder of the Kuomintang. The 
Chinese man in the street has long been told, and is only too 
ready to believe, that all the troubles of his country are due to 
foreigners, and the sentiment engendered by this belief tends 
to be concentrated against the most conspicuous foreign 
nationality. Britain held this undesirable eminence only twenty 
years ago ; after that, it was the Japanese, and since their un- 
lamented exodus, the Americans have been in danger of quali- 
fying—at any rate south of the Great Wall. A Chinese, when 
asked in 1945 whether British or American troops were the 
more popular in China, replied: “ The British—there aren’t 
any.” 

Certainly, it was impossible not to notice the presence of the 
Americans or the luxurious accessories of their military estab- 
lishment, which evoked the resentful envy of the Chinese 
armed forces, and the well-meant American efforts to make 
the Chinese more efficient only aggravated the ill feeling. Most 
of the wartime and immediate postwar American immigrants 
have now gone home, but the charges of American imperialism 
and of Chiang Kai-shek’s subservience to it are still good 
propaganda cards in the hands of the Chinese Communists. 
In a recent broadcast on the Shantung campaign the Com- 
munists explained that the Nanking Government’s aim was to 
take the province and “ sell it to the US imperialists as a base 
for aggression against China.” : 

The reproaches against Chiang Kai-shek for his alleged 
“selling ” of China to “US Imperialism” make it politically very 
difficult for him to accept American aid with any strings attached. 
On the other hand, without numerous and plainly visible strings, 
it will be difficult for the American Government, however con- 
vinced it may be of the need for bolstering up the Chinese 
Government, to justify to Congress large expenditure for China. 
It is above all the corruption and the maladministration of funds 
which make it so difficult to ensure that any assistance to 
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China achieves the ends for which it is intended, and there will 
inevitably be a strong American demand for strict supervision 
of the use of further money and supplies which may be pro- 
vided. But how can there be such supervision without infring- 
ing China’s jealously preserved sovereignty and exposing the 
Kuomintang leaders to the one accusation that is most dangerous 
to them—that of being the “ running dogs ” of a foreign Power ? 

That it will not be easy to solve this dilemma is indicated by 
the recent obstinacy of the Nanking Government on the question 
of foreign shipping on the Yangtse. The privilege of navigation 
on Chinese inland waters formerly enjoyed by the “ Treaty 
Powers” was indeed an abnormality in international commer- 
cial relations, and it can well be understood that the Chinese 
have wished to abolish it along with extra-territoriality and other 
marks of an inferior status among nations. But for the time 
being China has not sufficient shipping to handle the Yangtse 
traffic, and the exclusion of foreign shipping since the end of 
the war with Japan has meant that goods which might relieve 
both world shortages and China’s desperate needs for foreign 
exchange either cannot be transported at all, or are too costly 
by the time they reach Shanghai to be exported at commercial 
prices. Yet China would rather forgo the advantage to itself in 
a time of acute economic distress than make a temporary retro- 
cession of “ recovered” national rights. It is this spirit which 
makes it so peculiarly difficult for the Americans or anyone else 
to join in a “ Marshall Plan” for China.. 


* 


& 

Meanwhile the currency inflation continues. The Chinese 
dollar, which was worth 130,000 to the American dollar on the 
Shanghai black market on December 3rd, was worth 132,000 
three days later. The civil war aggravates the inflation in two 
ways: first, by the burden of military expenditure, which can 
only be financed by printing notes, and, secondly, by the disrup- 
tion of internal communications and trade, which produces acute 
shortages of all kinds of raw materials and commodities, whether 
for the home market or for export. Regionally, the general 
economic effect of the civil war has been to depress 
North China and Manchuria, the zones of actual warfare, while 
China south of the Yangtse has remained more or less un- 
affected. The Communists have been able to prevent the 
revival of industry in Government-controlled areas in the North 
and North-east by cutting off supplies of coal and electric 
power and by blocking the movement of raw materials, but as 
long as the Government holds key points from Changchun 
southward, the Communists cannot do much themselves to 
organise the resources of the territory they control. If the 
Communists could drive the Government troops out of Man- 
churia altogether, they would be able to set up there a state 
with a viable economy, but Chiang Kai-shek has given first 
priority in his strategy te holding on to his advanced positions 
in Manchuria, contrary to advice given him from some quarters 
to cut his losses in Manchuria and concentrate his forces on 
North China. Chiang evidently believes that, if he cannot at 
present knock out the Communists, the next best course is to 
deny them territory adequate for a full separate state organisa- 
tion—which would be the equivalent of a partition of China. 

Chiang’s base remains in the South, as it was twenty years 
ago, and he has recently taken steps to strengthen his position 
in Canton by removing from all positions of authority the 
“ over-mighty subject” General Chang Fa-kwei, who is con- 
soled with the empty honour of membership of the Strategic 
Advisory Committee. It may be that, if China is to be rebuilt 
with American aid, it will have to be done by groups of 
provinces, starting from Canton. It is only a prosperous South 
China that can in the long run give the Kuomintang the 
power and political attraction which would enable it to emerge 
victorious in its struggle to re-unify China. 
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vision and broad ideas should swell the ranks of industry’s 
High Command, but that more NCOs should be drawn from 
the universities. The industry. of the country needs all the 
fresh blood and the’ challenge of new ideas that it can get 
in all its parts. 

But to achieve this new infiltration, both undergraduates and 
industrialists will have to undergo a considerable conversion. 
Short of revelation through the dole, the conversion of the 
students is likely to be slow. Unemployment among students 
in Germany and Austria between the wars shows how difficult 
the adjustment of prejudices and standard’ can be—and, 
incidentally, how dangerous. The prospect for a changed attitude 
among employers is more hopeful, for they are likely to find 
a shortage of good recruits from the schools. Indeed, some 
employers are already beginning to feel anxious. As university 
education becomes more popular, and state scholarships make 
it less expensive, a higher and higher proportion of bright 
boys will go right through the educational system with a free 
secondary and university education. Employers who have, in 
the past, recruited at sixteen and eighteen will increasingly 
find that only the less bright are available and that the cream 
have passed out of their ordinary reach. 

The need for a change of outlook is urgent. At the end 
of the academic year last July, employers had still a number 
of vacancies. Nevertheless, there was a hard core of about 
a thousand graduates who had difficulty in finding suitable 
work. Most of these are now absorbed. Next year 
there may well be fewer openings and there will certainly be 
a larger cfflux from the universities. These difficulties are 
likely to be intensified in 1950. The Appoinuments Depart- 
ments of the universities are already very concerned about 
the position, and the Federation of Britis) ‘adustries is con- 
vening a conference in the early spring to discuss this question 
between industrialists and the universities, and there are signs, 
although still far too few, that individual business concerns, for 
instance some of the banks, are revising their attitude. Even 
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so, any change which necessitates the admission of nop. 
technical graduates to industry is bound to be slow. 

it involves accepting not only more future directors, but the 
much more ordinary recruit who may never rise high, by 
yet has his contribution to make as a works or bank manager 
or as a labour or welfare officer. 3 

Some brief mention should be made of the prospects of 
science graduates. So far, all the expectations aroused by thy 
Barlow Report on scientific manpower have been justified, ang 
industry is clamouring for scientists. Nevertheless, even 
this stage one word of warning is necessary. The Barly 
Report dealt mainly in global figures, and the detailed inquiries 
into the demand for scientists in particular scientific fields which 
have followed have revealed large variations. Until the univers. 
ties are told the detailed requirements, there is a real danger 
that some departments will over-expand and that employment 
difficulties will follow. 

For the moment, however, it is the arts and not the science 
graduates who are causing anxiety. It would be a tragedy if 
the drive and enthusiasm which has gone into building up the 
universities after the war were to be cut short and spoiled 
because of a short-term lack of balance between supply and 
demand. There can be no doubt that the nation needs jo 
provide higher ‘education for about twice as Many young men 
and women as before the war, if it is to maintain its status, 
both culturally and industrially. But it is equally necessary 
to face the prospect that the process of adjustment may be 
extremely uncomfortable, and all the more so if economic 
difficulties encourage industry to adopt a cautious attitude. If 
however parents, schools and universities are prepared to regard 
industry as the nation’s bread winner and not as a slightly 
disreputable underworld, the pangs of the transition can be 
greatly reduced. It is up to those who both give and receive 
a university education to appreciate that flexibility of mind is 
as essential as the acquisition of a special skill, and for industry 
to appreciate that new men are needed for changed times. 


China’s Tepid War 


N London the Foreign Ministers have fought only with 
words and the war has remained cold. In China, with 
between four and five million men under arms on one side or 
the other, the argument is carried on with bullets. Yet the war 
can hardly be called “hot ”—at least by the standards of the 
recent controversy with Hitler. The Chinese civil war, though 
not without bloodshed, is a strangely shapeless, non-committal 
and inconclusive affair, as indeed is indicated by the rarity of 
any event in it which can qualify as “news” at the level 
imposed on the British press by the present newsprint shortage. 
This does not mean, however, that China is not suffering grave 
devastation or that there is no risk of the struggle leading to 
international complications. The issue of aid for China is, in con- 
temporary American politics, complementary with—and can also 
be competitive with—that of aid for Europe, while from the 
Communist side it is clear that the effort to obstruct such aid 
will be as determined in Asia as in Europe. 

The war in China may be compared to a game of chess in 
which white has neither king nor queen, but has the possibility 
of winning the game in the ordinary way by checkmate, whereas 
black can only win—in the absence of a white king to be 
checked—by taking all white’s pieces. The “ Nanking ” Govern- 
ment would lose the game if it lost its capital (or Shanghai), 
but the Communists cannot be decisively defeated by the loss 
of any place which they hold ; the capture of their former head- 
quarters at Yenan by Government forces did not make any 
difierence to them. Outside North Manchuria the Communist 


power has an essentially guerilla character. As General Fu 
Tso-yi, Commander-in-Chief of the Government armies in 
North China, complains, the greatest asset of the Communists 
is their “ ability to run away.” Only by destroying their bands in 
detail can their power be broken and their interruption of roads 
and railways brought to an end. The Government troops, ia 
spite of their superior numbers and equipment, have so far had 
little success in their campaigns of “ mopping up” a highly 
mobile enemy, well-co-ordinated by a central directing authority, 
but dispersed over an area several times the size of the British 
Isles. On the other hand, the Communists lack strength for 
pitched battles and—again with the exception of North Man- 
churia—have not been able to capture any large city or to hold 
any important position against really determined Government 
attack. The result of warfare on these terms is a lack of cleat 
cut military decision on a national scale, though it would be mis- 
leading to speak of a stalemate because the situation is too fluid 
and the “fronts” are continually changing. 

It is doubtful whether a mere increase of armaments on eithet 
side would have a decisive effect. Both sides have enough small 
arms for such fighting as they indulge in. The Government has 
the advantage in heavier weapons whenever the Communists 
give battle under conditions which allow scope to them. But for 
the pursuits in the countryside the Nanking troops can mak 
little use of heavy armaments, even when they are competent 
to maintain and operate them. The Communist bands sleep i 
villages by day and march by night, giving few targets to superior 
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gir power, or they lie concealed in loess caves or in the fields of 
kaoliang, a kind of sorghum which is a staple crop in North 
China and Manchuria and grows as high as a man. In this 
kind of warfare, bombers and tanks do not yield results com- 
parable to the cost of their maintenance and supply services. For 
the Communists the provision of a quantity of heavy equip- 
ment and munitions, with suitable training of formations to 
use them, would mean a greater addition of fighting power, and 
in Nanking it is feared that such a striking force is indeed 
being prepared with Russian assistance in North Manchuria. 
But the Communists would be giving hostages to fortune if 
they turned over in any considerable degree from guerilla to 
positional warfare, nor would it be easy for the existing Com- 
munist military leadership, which has for so long been schooled 
in guerilla tactics. From a Russian point of view large-scale 
material aid to the Communists would destroy the semblance 
of non-intervention which the Russians have been able to keep 
up since their evacuation of Manchuria, and would provoke 
a renewal of American arms supplies to Nanking on a much 
more formidable scale than hitherto. 
x 

The question is not, however, merely—or perhaps even mainly 
—a military one. The Chinese Communists undoubtedly have 
a strong popular following, and in North China they have a 
record of local political power and administration independent 
of any Russian support. In Manchuria the situation is rather 
different, for there the Communists were not only helped into 
power by the friendly Russian occupation, but continue to stand 
in a special relation to the Russian authorities in Port Arthur 
and Dairen and in the management of the Manchurian trunk 
railways. But, in general, the Chinese Communists are not so 
obviously tied to the Soviet Union as their brothers in the 
Eastern European countries of the Russian bloc, and it has 
been possible for them to a certain extent to steal the old 
nationalist, anti-imperialist thunder of the Kuomintang. The 
Chinese man in the street has long been told, and is only too 
ready to believe, that all the troubles of his country are due to 
foreigners, and the sentiment engendered by this belief tends 
to be concentrated against the most conspicuous foreign 
nationality. Britain held this undesirable eminence only twenty 
years ago ; after that, it was the Japanese, and since their un- 
lamented exodus, the Americans have been in danger of quali- 
fying—at any rate south of the Great Wall. A Chinese, when 
asked in 1945 whether British or American troops were the 
more popular in China, replied: “ The British—there aren’t 
any.” 

Certainly, it was impossible not to notice the presence of the 
Americans or the luxurious accessories of their military estab- 
lishment, which evoked the resentful envy of the Chinese 
armed forces, and the well-meant American efforts to make 
the Chinese more efficient only aggravated the ill feeling. Most 
of the wartime and immediate postwar American immigrants 
have now gone home, but the charges of American imperialism 
and of Chiang Kai-shek’s subservience to it are still good 
propaganda cards in the hands of the Chinese Communists. 
In a recent broadcast on the Shantung campaign the Com- 
munists explained that the Nanking Government’s aim was to 
take the province and “ sell it to the US imperialists as a base 
for aggression against China.” : 

The reproaches against Chiang Kai-shek for his alleged 
“selling ” of China to “US Imperialism” make it politically very 
difficult for him to accept American aid with any strings attached. 
On the other hand, without numerous and plainly visible strings, 
it will be difficult for the American Government, however con- 
vinced it may be of the need for bolstering up the Chinese 
Government, to justify to Congress large expenditure for China. 
It is above all the corruption and the maladministration of funds 
which make it so difficult to ensure that any assistance to 
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China achieves the ends for which it is intended, and there will 
inevitably be a strong American demand for strict supervision 
of the use of further money and supplies which may be pro- 
vided. But how can there be such supervision without infring- 
ing China’s jealously preserved sovereignty and exposing the 
Kuomintang leaders to the one accusation that is most dangerous 
to them—that of being the “ running dogs ” of a foreign Power ? 

That it will not be easy to solve this dilemma is indicated by 
the recent obstinacy of the Nanking Government on the question 
of foreign shipping on the Yangtse. The privilege of navigation 
on Chinese inland waters formerly enjoyed by the “ Treaty 
Powers” was indeed an abnormality in international commer- 
cial relations, and it can well be understood that the Chinese 
have wished to abolish it along with extra-territoriality and other 
marks of an inferior status among nations. But for the time 
being China has not sufficient shipping to handle the Yangtse 
traffic, and the exclusion of foreign shipping since the end of 
the war with Japan has meant that goods which might relieve 
both world shortages and China’s desperate needs for foreign 
exchange either cannot be transported at all, or are too costly 
by the time they reach Shanghai to be exported at commercial 
prices. Yet China would rather forgo the advantage to itself in 
a time of acute economic distress than make a temporary retro- 
cession of “ recovered” national rights. It is this spirit which 
makes it so peculiarly difficult for the Americans or anyone else 
to join in a “ Marshall Plan” for China.. 


* 
* 


Meanwhile the currency inflation continues. The Chinese 
dollar, which was worth 130,000 to the American dollar on the 
Shanghai black market on December 3rd, was worth 132,000 
three days later. The civil war aggravates the inflation in two 
ways: first, by the burden of military expenditure, which can 
only be financed by printing notes, and, secondly, by the disrup- 
tion of internal communications and trade, which produces acute 
shortages of all kinds of raw materials and commodities, whether 
for the home market or for export. Regionally, the general 
economic effect of the civil war has been to depress 
North China and Manchuria, the zones of actual warfare, while 
China south of the Yangtse has remained more or less un- 
affected. The Communists have been able to prevent the 
revival of industry in Government-controlled areas in the North 
and North-east by cutting off supplies of coal and electric 
power and by blocking the movement of raw materials, but as 
long as the Government holds key points from Changchun 
southward, the Communists cannot do much themselves to 
organise the resources of the territory they control. If the 
Communists could drive the Government troops out of Man- 
churia altogether, they would be able to set up there a state 
with a viable economy, but Chiang Kai-shek has given first 
priority in his strategy to holding on to his advanced positions 
in Manchuria, contrary to advice given him from some quarters 
to cut his losses in Manchuria and concentrate his forces on 
North China. Chiang evidently believes that, if he cannot at 
present knock out the Communists, the next best course is to 
deny them territory adequate for a full separate state organisa- 
tion—which would be the equivalent of a partition of China. 

Chiang’s base remains in the South, as it was twenty years 
ago, and he has recently taken steps to strengthen his position 
in Canton by removing from all positions of authority the 
“ over-mighty subject” General Chang Fa-kwei, who is con- 
soled with the empty honour of membership of the Strategic 
Advisory Committee. It may be that, if China is to be rebuilt 
with American aid, it will have to be done by groups of 
provinces, starting from Canton. It is only a prosperous South 
China that can in the long run give the Kuomintang the 
power and political attraction which would enable it to emerge 
victorious in its struggle to re-unify China. 


= 
is 


NOTES OF 


Should the Sixteen Meet ? 


Congress has approved the sum of $597 million for immediate 
relief in Europe and China, and now the Appropriations Com- 
mittee is engaged in an attempt to upset the allocations to 
separate nations proposed by the Administration. But the dis- 
pute over the appropriations will not alter the President’s tme- 
table, which is to have the Marshall plan before Congress when 
it assembles in the New Year. If the debates on Interim Aid 
are any guide, the plan will be approved probably more rapidly 
than anyone would have thought possible last summer, when 
even the holding of a special session seemed in doubt. At the 
same time, opposition to the idea, scepticism about the worth 
of the recipients, hesitations about pledging so sizeable a part of 
the American national income to foreign aid will all receive much 
more vigorous expression than they have done hitherto ; and 
there is at least a chance that some difficult and politically 
embarrassing conditions may be attached to the American appro- 
priations. 

Whatever the course of the debate in Congress, it is clear that 
a new phase is opening in the European recovery plan, and one 
may ask whether Mr Bevin is right in maintaining that the time to 
reconvene the Paris Committee has not yet come. The answer 
must surely be that it would be little short of folly at this stage to 
take no further steps to concert the European end of the Marshall 
offer. In the first place, everything must be done to shorten 
the time of negotiation, for in Europe, time is running out. If 
the sixteen interested governments postpone all decisions on 
how they will negotiate their different national shares of the 
overall plan, on the principles they will adopt and the sort of 
conditions that are acceptable to them until such time as Congress 
has passed the Recovery Bill, precious weeks will be wasted. 
The Sixteen should be in a position to negotiate with Washington 
the moment there is something to negotiate about. And even if, 
in the first phase, joint negotiations through a single European 
agency are impossible, the Sixteen should at least decide that 
the various bilateral negotiations between America and the 
different nations shall take place simultaneously (in Washington, 
obviously) and be held together by a liaison committee of the 
Sixteen, whose purpose it would be to prevent blatant and 
demoralising competition at the receiving end. 

The decision to proceed in such a way cannot be taken from 
one day to the next. If it is to be reached at all, negotiations in 
that sense should begin early in the New Year, and Britain should 
take the initiative in calling the Sixteen together. 

There is another reason why initiative should come from 
Europe. Signs of activity and determination there will strengthen 
the hand of the Administration in its debate with Congress. A 
demonstration that the Sixteen are ready to act immediately and 
together, once the American aid is available, may be the decisive 
fact in persuading the doubters in Congress. It is beggars who 
sit and wait. Enterprising men in search of capital are out 
measuring the site the moment they scent the chance of a loan. 


a * * 


Trade Agreement with Russia 


The news of the Anglo-Russian trade agreement, providing 
for an exchange of coarse grains for machinery, and of the clearing 
of the ground for further and larger deals, has been universally 
and naturally hailed as a good thing. And so, of course, it is. 
Britain needs coarse grains as badly as any other group of com- 
modities imaginable—even wheat; it has a more general but 
equally urgent need to open up trade outside the dollar area ; and 
since Russia’s need for equipment to restore its devastated areas 
is equally obvious, it is easy and tempting to build, on this demon- 
stration of mutual economic usefulness, hopes of some measure of 
political détente. 

Second thoughts are not quite so uniformly cheerful. For one 
thing, the agreement is not yet signed, and there’s many a slip. 
The Russo-Czech trade agreement, concluded in principle (with 
admirable political timing) last July, as a demonstration that 
Marshall aid had not been renounced in vain, was only actually 
signed, after many vicissitudes, five months later. For another, 
while actual prices still remain officially secret, it seems clear that 
on the more general questions involved, particularly the vexed 
issue of the 1941 agreement, the British have given way all 
along the line and weakened the country’s future bargaining posi- 
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tion affecting a much larger volume of trade, to what may proye 
a very unfortunate extent. The duration of the agreement—fiyg 
years—is from one point of view reasonable enough ; it is 
over a fairly long period, in the present state of production ang 
stocks, that delivery of British equipment can be guaranteed, 
From another point of view it is a dangerous precedent. Britain 
is not Sweden, and neither this agreement nor any other 

to be concluded with Russia (until Mr Pollitt forms his govern. 
ment) will produce quite the uncomfortable distortion of ity 
economy that the Russo-Swedish agreement has inflicted on the 
smaller party ; but there are lesser degrees of distortion which 
might be unwelcome. And finally, the political implications of the 
deal are not entirely harmonious. The highest aim of Russian 
political strategy is to drive a wedge between Britain and America, 
At a time when voices, however irresponsible, are raised in Con. 
gress demanding a total ban on trade with Russia, Britain’s action 
may be made to appear a defection from western solidarity ; which 
would suit the Russian book very nicely. Russia has only itself 
to blame for the conviction, nuw deep-rooted in the western mind, 
that who sups with the Soviet should have a long spoon, 


* * * 


New Course for Czechoslovakia 


Trade worth £25 million yearly each way is provided for in 
the five-year trade treaty between the Soviet Union and Czecho- 
slovakia signed last week. The Russian share in Czech trade will 
rise from four to 1§ per cent, and about 40 per cent of Czech ex 
changes will now be with the planned economies of eastern Europe, 
It is hoped to raise the proportion to a half. For the Czechs the 
treaty means not only assured supplies of raw materials for their 
heavy industries—making planned production possible—but also 
an assured market for the products of their engineering industries. 
They succeeded also in persuading the Russians to take some of 
the products of their light industries, the raw materials and ouw- 
lets for which are still mainly found in the west. 

It would be wrong to say that this development of trade with 
eastern Europe is being forced on the Czechs, or that it has an 
anti-western significance. It is welcomed by the National Socialist 
Minister of Trade, Dr Ripke, whose independent political out- 
look is well known and who would like nothing better than ex- 
panded trade with the west as well. But there Czechs increasingl 
see a ring of import restrictions, tariff barriers and quotas, wi 
an American slump threatening and German competition Jooming 
on the horizon. 

On the shorter view, Czechoslovakia’s chief gain from the 
treaty is the assurance of grain deliveries. Drought and the 
end of Unrra left the country short of 800,000 tons of grain, and 
there is still a serious shortage of food, especially in Slovakia. 
In July it looked as if Russian offers of 400,000 tons, with supplies 
from elsewhere in eastern Europe (and perhaps America), would 
make possible reduced but ample bread rations. In fact, the Com- 
munists proclaimed that the ration would go up when the Russian 
grain arrived, thereby making it hard for the Government to get 
a share in international allocations. Unfortunately, while dis- 
tribution was failing and farmers hoarding, the Russian grain 
was slow in arriving, owing to transport difficulties. It was only 
when political as well as economic crisis threatened that the 
Russians agreed to send another 200,000 tons, and to speed up 
deliveries. Now, at the one frontier station linking the two 
countries, grain is being unloaded from Russian-gauge wagons 
into Czech-gauge wagons, with press photographers assisting. 

In time, if they succeed, the Communist planners in Prague 
and Moscow will reduce Czechoslovakia’s present dependence on 
the West for most of its imports, especially raw materials for the 
textile and other light industries. The long-range purpose 
the mutual aid and planning now developing in the East is to 
change the whole structure of the country’s economy, with light 
industries contracting while heavy and chemical industries expand. 


* a * 


Disclosure of Information 


There was a postscript to the Allighan case in Parliament 
last week when Mr Morrison introduced a motion to the effect 
that any person offering a payment, which is then accepted, t0 


a member for the disclosure of confidential information 
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incur the grave displeasure of the House and that the House 
should take such action as it thought fit. This was much milder 
than the original motion, which had been left over for further 
consideration. That had proposed that if a person offering pay- 
ment was a@ representative of a newspaper or press agency, he, 
and any other representative of the newspaper or agency, should, 
if the House thought fit, be excluded from the precincts of the 
House for an indefinite period. 

Yet, as members on both sides of the House pointed out, there 
are grave objections even to this milder motion. Mr Morrison’s 
case appeared to be that journalists who offer bribes should not 
get off while members of Parliament are punished. In the 
Allighan case, the Editor of the World’s Press News was severely 
reprimanded for a clear breach of privilege ; he had printed an 
article by Mr Allighan which amounted to a gross contempt of 
the House. But the representatives of the newspapers who 
offered Mr Allighan and Mr Walkden money to disclose what 
went on at Parliamentary Labour Party meetings were left alone 
because they did not know that they were committing a Parlia- 
mentary offence. The Government, therefore, brought in this 
motion to put all journalists on notice that proceedings may be 
taken against them—not, under the new motion, against other 
representatives of their newspapers—if such offences occur again. 

It is not only that difficulty may arise, as some of the opponents 
of the motion emphasised, in determining what, from the word- 
ing of the motion, will constitute an offence which can bring 
Parliamentary displeasure on the journalist concerned. The point 
is that in disclosing, for payment, what went on at private party 
meetings Mr Ailighan and Mr Walkden were not found guilty 
of a breach of privilege but of dishonourable conduct, and in 
finding them guilty of dishonourable conduct the House was per- 
forming the same sort of funct.om as any professional body 
performs in respect of its members charged with unprofessional 
conduct. No other profession seeks to penalise outsiders who have 
contributed to the dishonourable conduct of its members. Ought 
the Government, therefore, to have pressed this general motion 
against journalists instead of allowing each case to be decided on 
its merits ? By attempting to formalise the offence, and refusing to 
allow the motion to be decided by a free vote, it laid itself open 
to the charge of wanting to extend Parliamentary privilege. It 
would have been far better to lef the whole matter end with the 
punishment of Mr Allighan and Mr Walkden. 


* * * 


Parliamentary Seats 


The redistribution of seats in the House of Commons pro- 
posed by the Boundary Commission contains few surprises. The 
general lines of its proposals had been determined by the revised 
instructions, issued earlier this year, which bade it modify the 
Original search for mathematical equality of representation in 
favour of preserving, so far as possible, the unities of local govern- 
ment and community feeling. The resultant compromise leaves 
in being a number of constituencies that are both much larger 
and much smaller than the average. Under the new proposals, no 
constituency will have fewer than 40,000 or more than 87,100 
electors ; but there will be 87 small constituencies, mainly in rural 
areas, of under 50,000 electors and 44 large ones with over 70,000. 
Nevertheless, nearly three-quarters of the new electorates will fall 
into the 50,000-70,000 range, compared with less than two-fifths 
under Yhe existing, and admittedly distorted, division of seats. 
This represents a substantial gain in fairness, and those theorists 
who think more might have been done should realise that it is 
difficult if not impossible to divide the population more equally 
without disrupting strong ties of local interest and sentiment, 
which add greatly to the effectiveness of representation. 

The redistribution favours rural at the expense of urban areas, 
and Scotland and Wales at the expense of England. The latter 
point was settled for the Commission by the instruction that the 
elimination of twenty seats, which was thought to be necessary, 
should fall on England alone. Actually, Wales is to gain one seat 
by the division of Flintshire and England will lose 21 seats (on 
the purely provisional assumption that the City of London’s repre- 
sentation will be reduced from two members to one). Ail two- 
member constituencies are divided or else, as in the case of Nor- 
wich and Blackburn, reduced to a single seat. A further point, 
which was already known, is that the full burden of this loss falls 
on the County of London, whose representation is cut down from 
60 to 40 members. However, this still leaves London with exactly 
the same proportion of seats to electors as the rest of England 
and rather more generously served than other urban areas. The 
political impact of the proposed redistribution will be interesting. 
The reduction of seats inside the County of London, and the 
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comparative preference in representation given to rural areas, can 
be expected to work to Labour’s disadvantage. 


* * * 
Royal Allowances 


There was something reminiscent of the earlier decades of last 
century in the House of Commons debate on the civil list when 
over 160 Labour and Communist members voted for an amend- 
ment to reduce the provision to be made for Princess Elizabeth 
by £5,000. The matter was left to a free vote, and opposition to 
the Government’s proposal was not unexpected in view of the 
minority proposals of the five members of the Select Committee, 
though its size must have given the Government rather an un- 
pleasant shock. The additional allowance proposed by the 
Government was £25,000, which when added to the £15,000 which 
the Princess receives under the Civil List Act of 1937 would 
bring her total provision up to £40,000. In addition an allowance 
of £10,000 was proposed for the Duke of Edinburgh, making a 
total for the royal couple of £50,000. When the official expenses 
of the Heiress Presumptive, which were estimated by the Com- 
mittee at £45,000, are taken into account, the provision made seems 
moderate enough, and in the circumstances Sir Stafford Cripps’s 
suggestion that Princess Elizabeth should be relieved by Treasury 
Order of income tax on all but one-tenth of her annuity and the 
Duke of Edinburgh on four-fifths of his seems eminently 
reasonable. 

It is difficult to feel much sympathy with those who voted for 
either of the amendments, but those who opposed the additional 
allowance in toto were at least straightforward. As Mr Benson 
pointed out, it was merely fantastic to quibble over £5,000, and 
there was something more than a little nauseating in the unctuous 
plea for royal austerity made by Mr Webb. It should not be 
forgotten that the King has proposed to pay into the Exchequer 
no less than£100,000 which he has saved during recent years from 
his Civil List income or sufficient to cover four years of the addi- 
tional grant now approved for Princess Elizabeth. In the difficult 
and exacting task of public representation the present Royal 
Family has shown an admirable instinct for striking the golden 
mean between ostentation and parsimony. Here is no case for 
cheese-paring, and public opinion —whatever a hundred and sixty 
Labour members may profess to think to the contrary—will in 
this matter most decidedly “reject the lore of nicely calculated 


less or more.” 
+ * * 


Next Stage in France 


It is not yet clear which has suffered most from the failure 
of the French strikes: the trade unions as such or the 
Communist Party that tries to control them. Trade union leaders 
without political axes to grind expect the loss of two million or 
more members when subscriptions become renewable in the 
New Year. The great Confédération Générale du Travail itself 
faces the possibility of a split between its most active, Communist- 
directed wings and the moderates and non-politicals led by M. 
Jouhaux. The national conference this week-end of M, Jouhaux’s 
anti-Communist Force Ouvriére movement should show whether 
he can afford to move into the wilderness without his share of the 
income and property accumulated by the CGT. The strikes 
showed how inadequate are the funds of many French unions for 
any prolonged resistance ; indeed, towards the end, some workers 
were living on advances from their pay for the next month. 

Whatever the new balance of forces in the French labour move- 
ment may turn out to be, another general strike is unthinkable. 
In so far as it failed either to be general or lengthy, it was a 
failure for the Communist promoters; in so far as it did £300 
million worth of damage to the French economy’s capacity to 
work the Marshall Plan, it was a success. For the workers it 
was a failure by both standards, and they gained no concessions 
from the Government over wages and prices which could not have 
emerged from the discussions long ago promised for December 1st. 

But if M. Schuman’s government fails to keep wages and _ prices 
in some kind of stable relationship, and if it cannot appease the 
workers’ sense of social injustice by drastic moves against the 
black market and the recalcitrant farmers, there will certainly be 
by the spring an uprising of despair against poverty and bad food. 
Before then the Communists might find it possible to stage 
“ strategic strikes” in such key industries as transport, coai- 
mining and electricity production. Among the dockers and miners 
at least the rank and file are Communist almost to a man. 

As no French Government can feel any certainty that its financial 
and fiscal measures will work—the latest set of proposals will come 
before the Assembly this week-end—M. Schuman has to prepare, 
the Budget with one hand and the defence of public order with 
the other. A purge of the police forces is being planned on a, 
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‘national scale, and the special security police (CSR), which was 
infiltrated by Communists soon after the liberation, is to be re- 
organised. Of the men mobilised a fortnight ago, only the older 
age groups are being released, and 80,000 of the men between 
20 and 21 will be kept in metropolitan France to meet the next 
challenge. 

M. Schuman will not find it easy to reconcile the cost of police 
and military preparations with the economy drive and increased 
taxation which stabilisation will demand. But the general opinion 
in Paris is that his Cabinet mav survive to face the spring crisis. 


x * * 


M. Monnet’s Warning 


Considering the background of social and industrial conflict 
against which they were working, it is remarkable that M. Monnet 
and his collaborators were able after two months’ work to produce 
this week a unanimous report on the economic state of France. 
Their conclusions point out to M. Mayer, the Minister of Finance, 
the hard, unpopular things that must be done if France is not to 
have, for the first half of next year alone, a deficit of almost 200 
billion francs. This represents the difference between estimated 
industrial and agricultural production and services on the one 
hand (plus the surplus of imports over exports), and on the other 
hand the demands of the state collective bodies and private 
individuals for consumption and investment. 

While the Monnet commission was adding up its asset column, 
which assumed full and uninterrupted coal production, the strikes 
were costing over 24 million tons of coal ; and the agreed revision 
of salaries and wages will add another 170 billion francs to the 
debit side. In other words, the gap between supply and demand 
may have been doubled by the troubles of the last six weeks. 

The commission states quite bluntly that unless inflation can 
be dealt with, there will be neither social justice, nor better living 
conditions, nor indeed national independence. To maintain pro- 
duction at home France will need food, raw materials, and fuel 
to a value which will exceed its export possibilities by over $2,000 
million. Such requirements exceed by far the amounts now being 
discussed in Washington for interim and long-term American aid. 
If greater aid is not forthcoming, what are the alternatives ? There 
is one that would make M. Schuman’s position untenable and lead 
France straight into extremist hands—namely a huge cut in 
imports which would cause severe food shortage and unemploy- 
ment. The other is internal stabilisation and a complete fiscal 
overhaul. It is along these lines that M. Mayer is expected to 
move, if the weight of the government’s authority is sufficient to 
give impetus to his policy. 


= * * 


Financing Bizonia 


After long discussions, the British and American Govern- 
ments have reached a very satisfactory solution of the problem 
of financing essential imports into Bizonia. The problem has had 
three aspects since occupation began. The Germans are not pro- 
ducing enough to buy their own supplies of food and raw 
materials. These vital supplies can on the whole only be bought 
with dollars. And Britain, responsible hitherto—in dollars—for 
50 per cent of the balance between German exports and German 
imports, has now no more dollars to spare. 

The essence of the new agreement is that America will take 
over responsibility for about 80 per cent of the uncovered imports. 
The British Government will not be called upon to supply any 
goods for which dollars must be paid, although in 1948 it will 
finance various basic supplies to the extent of £17,500,000, a figure 
which might be raised by about another {4,000,000 if certain 
foodstuffs became available for sterling. The British have also 
undertaken to provide 33 ships to lift cargoes from America in 
November and December of this year and to shift 12 complete 
cargoes in the course of 1948. 

The only circumstance in which the British may still be called 
upon to convert sterling into dollars is if the dollar reserves held 
by the Joint Foreign Exchange Agency—the Anglo American body 
controlling Germany’s reserves of foreign exchange—fall below 
$20 million. Under an old commitment the British would then 
be obliged to convert sufficient sterling to bring the balance back 
to $20 million. However, the Americans have given an under- 
taking that the British will not in practice be called upon to 
convert more than £ro million in 1948. 

Obviously there had to be a quid pro quo for the assumption 


‘by America of additional commitments in 1948 to the tune of $400 
million, and the British have agreed that the Americans should 
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now have a controlling voice both in the Joint Import-Expor 
Agency and in the Joint Foreign Exchange Agency. In other 
words, the most important aspect of Germany’s foreign relations 
and a vital field of its internal economy will now be under pre, 
dominantly American direction. There is no reason to suppose that 
the American Administration is not genuinely anxious to work the 
new system in the closest collaboration with the British or that the 
British will find themselves relegated to a somewhat humiliati 
back seat. But much will depend upon the attitude of Con 
and it is disconcerting to see how very far the House of Repre. 
sentatives seems to be from understanding either the intentions 
of the Administration or the actual terms of the new agreement, 
After cutting the appropriations proposed for Interim Aid in the 
British Zone from £59,250,000 to £25,000,000, they explained their 
action by saying that British administrative costs were too high, 
Since Britain pays its own costs and they were not part of the 
financial agreement, the attitude of Congress seems not only 
ignorant but calculated to get right under the British skin. 


* * * 


Better News from Italy 


The demonstration given in France that a Centre Government 
can remain master of an ugly situation without going outside the 
Constitution has been repeated this week in Italy. On Decem- 
ber roth the Communist-dominated Chamber of Labour for Rome 
called a general strike to protest against rising unemployment 
and to demand greater expenditure on public works. The Minister 
of the Interior, Signor Scelba, maintained order through the first 
day by an effective deployment of his police forces, and there 
were no riots and few effective demonstrations. By the second 
day it was clear that the strike was fizzling out and the Chamber 
of Labour called it off during the afternoon, claiming as the 
excuse that the Government had conceded its demand for the 
allocation of 1o billion lire for public works. In fact, the Govern- 
ment added a billion lire to work already planned, and the 
Municipality promised to expand its own programme. 

The Communists then tried to indict the Government for its 
use of the police during the strike, but the motion was rejected 
in the Chamber by 216 to 111, the largest majority yet obtained 
by Signor de Gasperi. This larger measure of support reflects 
the fact that the Republicans and the Moderate Socialists have 
at last decided to join the Government. Three Socialists and two 
Republicans have received portfolios, and one of the abler 
Socialists, Signor Tremelioni, has taken over the key Ministry 
of Industry and Commerce. These changes draw the Government 
back to a centre position from which in the last nine months it 
has dangerously strayed. 

The reshuffle is all the more welcome in that the strike in 
Rome was a genuine danger signal. Signor Einaudi’s deflationary 
policy is having its inevitable consequence in rising unemploy- 
ment, and however favourable some of the economic consequences 
may be, the political and social effects are growing worse. The 
entrance of Socialists into the Cabinet may offer some guarantee 
that the “ underprivileged ” do not pay the whole price of restored 
financial equilibrium. 


* * * 


Placing the Responsibility 


An important point was brought up during the first day’s 
discussion by the standing committee on the National Assistance 
Bill. In the clause setting up the National Assistance Board 
and placing upon it responsibility for dealing with applications 
for assistance, Colonel Elliot tried to have an amendment accepted 
which would incorporate the 24-hour service principle of the 
present Poor Law. Under this law a clear personal responsibility 
is placed on the relieving officer to deal with cases of sudden 
or urgent need at all hours of the day and night. If he fails to 
discharge this responsibility, he can be prosecuted. He can only 
give relief in kind, until the case has been submitted to the public 
assistance Committee, but this personal obligation to be available 
and to give relief at all hours has been one of the outstanding 
virtues of the existing Poor Law. 

It is quite true that the new Bill places a general responsibility 
on the National Assistance Board to give relief in cases of sudden 
and urgent need and allows it to dispense with compliance with 
the regulations in so doing. This provision goes a long way 
towards incorporating the main principle of the Poor Law. But 
it is not the same thing as the personal responsibility i 
on the relieving officer. Mr Griffiths, Minister of National 
Insurance, justified his refusal of the amendment by the plea, 
first, that the Board was at present considering whether its officers 
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should be available after office hours and at week e¢ 
secondly, that through the break up of the Poor Tae aoe 
classes, such as the sick, the mad, and homeless children, would 
become the responsibility of other authorities. 

But this second plea assumes that people readily fall into the 
categories prescribed for them. Can a person who finds himself 
suddenly and urgently in need, or can his relatives, decide which 
social service agency is responsible for him? And whereas, under 
the Poor Law, on the word of a relieving officer a doctor is bound 
to go to a patient and a hospital is bound to take in a case—the 
fatter obligation has unfortunately been breaking down in recent 
years through the shortage of beds—no such obligations are 
incorporated in the National Health Service Act. People in 
distress must not be shuttled from one social service agency to 
another, each disclaiming responsibility for them. Personal 
responsibility must be assumed for what is a very personal service, 
and the point should be pressed again on the report stage of 
the Bill. Otherwise, as a Labour member emphasised in com- 
mittee, there is a danger that some people may be worse off as 
a result of the so-called abolition of the Poor Law than they were 
under it. 

* + * 


Requisitioned Land 


The Requisitioned Land and War Works Bill was read a 
second time in the House of Commons on Tuesday and the 
second reading was carried by 2§1 votes to 108. The Bill is one 
of the worst recent examples of legislation by reference. As 
drafted, it consists almost entirely of a string of verbal amend- 
ments ro the main Act of 1945. The main purpose of this Bill is 
to extend until December, 1952, the term within which the 
Services may decide what land and what rights over land they 
need to retain, and the main criticism in the second reading 
debate was that the Services were an unconscionable time in 
making up their minds in any case, and that the more time they 
were given the more they would use. 

The use of land for Service purposes is an extremely thorny 
problem. The Government were undoubtedly helped in the 
debate by the facts and arguments already made available in the 
recent White Paper on the subject. As Mr Shinwell, still a 
novel figure in the réle of Secretary of War, was able to 
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say in the course of the debate, the eleven. million acres of 
wartime requisitioned land had already shrunk to one million 
and only 14 per cent of the present total was good agricultural 
land. The problem has at least been reduced in dimensions ; 
the baby. is a little one. 

The Bill is needed for practical reasons, and to do justice to the 
landowner over the question of the basis of compensation, It 
is probably unfair to accuse the Services of undue delay. The 
last two years have not provided a calm background against which 
to run the foundations of Service training rapidly back to pre- 
war size. But one thing in this connection is essential. The 
Government and the Service departments must face the fact that 
practically every acre of land they wish to retain is wanted by 
someone else, for good reasons. The Service claim may be the 
better one, but it must be one capable of justification, and justifi- 
cation to the general public. There may be excellent reasons for 
a firing range in Dovedale ; the War Office should learn that the 
reasons must be produced at the same time as the proposal, not 
be released reluctantly afterwards in the manner of one throwing 
a bone for a bad-tempered dog. 


* * * 


Palestine Bloodshed 


With the exception of Czechoslovakia, the five member 
nations of Uno’s Palestine Commission have still not been able to 
produce their representatives. A certain reluctance of individuals 
to serve on it is understandable; and its eventual arrival 
in Palestine will uadoubtedly be the signal for fresh disturbances. 
Until the Commission jis formed, the British Government cannot 
arrange with it details of the transfer of authority. Meanwhile, 
the casualties in Palestine mount steadily. Exact figures are not 
yet available, but it is probable that there have been well over 
100 killed and scores of wounded since partition was first declared 
three weeks ago. 

Arab violence is still sporadic and unorganised, and is believed 
to be contrary to instructions received from the Mufti’s head- 
quarters in Beirut. But there is danger that the Mufti may for 
once find himself carried along by, rather than directing, events. 
Jewish reactions, at first defensive, have turned to reprisals, which 
have taken the form of indiscriminate slaughter of Arabs in bus 
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queues or in villages. Responsibility for the worst of these 
outrages has been claimed by the Irgun, which announced on 
December 1st that, while partition was “illegal,” the Irgun itself 
would “cease to exist inside the new Jewish state.” At the 
moment it appears to be still acting independently of the Haganah, 
though it has been made clear by the Tel Aviv press that a 
policy of reprisals has been envisaged also by the latter as part of 
its “ defence ” operations. 

The effect of such reprisals, if persisted in, can only be to 
excite the Arabs beyond all contro! and so to involve the British 
forces in fighting both Arabs and Jews as they withdraw—a 
development probably less welccme to the Arabs than to some 
extreme Zionists. For Britain, the ugliest incident so far was 
that involving the Arab Legion, on December 13, near Lydda. 
A small Jewish convoy was stoned by an Arab mob, one of the 
drivers was wounded, and his lorry crashed out of control into 
an Arab Legion camp. The Arabs say a borhb was thrown, the 
Jews deny it, but in the upshot the Legionaries opened fire and 
14 Jews were killed. Mr Bevin told the House of Commons last 
week that this British-officered force is to be withdrawn with the 
British forces and returned to Transjordan. An article on page 
1008 shows that embarrassment would be avoided if this were 
to be done sooner. 

Developments inside the Jewish camp are confused. Dr Weiz- 
mann has been counselling moderation and friendship with 
Britain, but he represents a Centre party which will be dominated 
by a rather left-oriented Labour bloc in the new Jewish Govern- 
ment. Dr Moshe Shertok, the Haganah leader, who is being 
suggested as the first Jewish “Defence Minister,” took a more 
up-to-date line when he is reported as having told the press in 
Jerusalem: “The basic tenet of our foreign policy must be 
friendship with Russia, whose stand in the United Nations will 
never be forgotten.” Dr Shertok himself is included with other 
Jewish Labour leaders as an ally of the “ Anglo-Saxon armies 
now poised against the Soviet Union” in the November issue 
of the clandestine bulletin of the Stern Gang, hitherto considered 
a Right-wing Fascist group. The new line of these terrorists is 
ind:stinguishable from that of the Communists, attacking the 
Truman doctrine and the Marshall Plan, and exalting the 
“Eastern democracies” and the 2,000,000 Jews of Eastern 
Europe. This document chimes in surprisingly with statements 
by Arab leaders which would otherwise be dismissed as propa- 
ganda. For instance, Hussein Pasha, the President of the Egyptian 
Senate, declared in Cairo last Saturday that Russia supported the 
partition of Palestine because it would make possible the dispatch 
of 300,000 Rumanian Zionists to the Jewish state as a Communist 
fifth column. 


* * * 


Arab Arms and Jewish Loans 


Outside Palestine, the Arab Governments have been moving 
on expected lines. Arab tactics will be infiltration, non-co-opera- 
tion, sabotage, and guerilla warfare, maintained and supported from 
Egypt, Syria, and Iraq, and probably also Transjordan. One 
report quoted an Arab League official as saying that the Arab 
States had “informed Britain ” that they intended to send forces 
into Palestine as soon as the British withdrawal was completed. 
Some unvarnished statements, which it would be dangerous to 
dismiss as mere words, have been made by Arab leaders. Jamil 
Mardam Bey, the Syrian Prime Minister: “It is likely that the 
Arab States, if all else fails, will invade Palestine with regular 
armed forces... . The struggle between Arabs and Jews will 
develop into full-scale war.” Salih Jabr, the Iraqi Premier: 
“We Arabs will resist partition by all possible means, and we 
are ready to make all sacrifices necessary, including the cancella- 
tion of the oil concessions.” 

When the moderates and responsible statesmen speak thus, 
#t is unnecessary to record the doings of the wilder groups which 
are now recruiting volunteers for Palestine. The only question 
is whether events in Palestine itself will not move rather faster 
than their tactical plans foresee. . There. have already been 
auacks by Bedouin on American pipé-line camps in Transjordan, 
and in Amman the offices and cars of the Trans~Atabian Com- 

y were smashed and set@mfire—incidents which were cer- 
tainly not wanted by King Abdullah. 


_In Washington, the Amefican, Zionists have intensified their 
The beginnings of “ non- 






pressure for American armed : 

_ ention” may perhaps be read into the recent announcement 
f the State Department that the licensing of shipments of arms 
to the “troubled areas” of the Middle East have been discon- 
tirued: ~ But the US” Zionists; including’ such figures as Senator 
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Brewster and Mr Bartly Crum, have made it clear that they inteng 
that the new non-intervention shal! follow the Spanish precedent 
and not prevent supplies of surplus war materials and arms reach. 
ing the Palestine Jews from America. 

These developments must be in the highest degree embarrass. 
ing for the US Government, which juridically is bound, ag g 
result of the Assembly’s decisions, not to take independent action 
outside the Security Council, The latter, which has nop 
gone beyond putting Palestine on its agenda, has been calleg 
upon by Dr Weizmann in a public speech to station a token 
international military force in Palestine. Other US Zionists haye 
returned to the idea of an international security force as a means 
of legalising the dispatch of armed Jewish volunteers to the 
Land. On the financial side, the Jews of America have beep 
asked by Eliezer Kaplan, treasurer of the Jewish Agency, w 
subscribe $283 million in 1948 to launch the Jewish State. This 
is more than twice as much as has ever been subscribed before 
by American Jewry. 


Films Bill 


The text of the Cinematograph Films Bill has now been 
published. The Bill is needed this year because the Cinemato- 
graph Films Act of 1938 is due to expire in 1948, and in any case 
conditions in the film industry have changed sufficiently over the 
ten years to demand some alteration to an Act ten years old. Ip 
substance the main change proposed by the Bill is to replace a 
rigid system of fixing the quota of British films that an exhibitor 
must show each six months by one which is flexible. The original 
scheme of the 1938 Act provided that an exhibitor was bound 
to include in his programmes over six months a fixed number of 
“long ” films (films over 3,000 feet in length) of British production. 
The same rule governed all exhibitors. The amount of the quota 
was laid down by the Act and there have been occasions over 
the last ten years when it was impossible for an exhibitor to 
comply with it. Henceforward the Board of Trade will fix the 
quota for each six months three months ahead. Further, theatres 
are divided into three grades ; the small theatre, taking less than 
£100 a week on the average, the circuit theatre, one of a chain 
of more than 200 theatres in the same ownership, and the 
remainder, which in fact will be less than a quarter of the total 
number of theatres in Britain. The small theatre is exempt from 
the quota provisions. The circuit theatre, called a “ special quota 
theatre,” will almost certainly have a higher quota to observe 
Further, a provision is included in the Act to prevent the large 
circuits from growing any larger. Licences may be refused 
where the applicant is already the owner of 200 theatres. The 
Bill also abolishes the “renters quota,” which was in effect a 
provision that the film renter, or middleman, had also to handle 
a quota of British films. The burden of finding sufficient British 
films to meet the quota now falls on the exhibitor alone. 


* 


The remaining provisions of the Bill are designed to clear 
up minor points in which experience has shown the 1938 Act 
to be defective. A public performance for quota purposes is 
more closely defined. The rentals of all films are to be charged 
separately. A British film, save by special permission, ceases 1 
rank as such for quota purposes four years after it was first regis- 
tered. For the first time the Board of Trade is given power to 
apply the Act, with or without modifications, to the showing of 
sub-standard films, that is, to films smaller than the standard 
width of 35 mm. A more important point ‘in the Bill is that the 
Cinematograph Films Council is given greater rights to be con- 
sulted and its composition is changed. Hitherto it ‘has consi 
of 2r members, cleven appointed as independents, tem’ by various 
sections of the trade. Under the Bill independent members are 
to be cut down to five and the numbers representing film makers 


and film employees respectively are increased in each case from 
two to four. 


From the point of view of the trade the Bill will be welcomed, 
if only because it makes the whole scheme more flexible and 
strengthens the machinery by which the trade can bring pressure 
to bear on the Board of Trade over.its six-monthly task of fixing 
the quotas. From the point of view of the public the Bill, like 
the 1938 Act, is in effect permissive. It gives the British film 
its hance: Ir does not—nor could it—compel the British film 
maker to make good films or better films, sensible films or 
films. The public can, in the long run, have its way, 
of the obstacles out of the way of making that preferenc 
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Letters to 


Side-stepping the Issue 


Sik,—Surely a “ disinflationary” policy is better analysed in 
terms of “savings” and “investment” rather than those of the 
Cambridge Equation. I agree with Mr Magowan that to cut the 
food subsidies would probably result in pressure for increased 
wages ; but he goes on to maintain that were there no such 
pressure, the cut would be inflationary because “ money would be 
drawn from the inactive to the active stock.” Let us assume that 
when the subsidies are cut, there are no wage increases, no changes 
in taxation, that food prices are pegged at a level allowing for the 
cut, and that there is an inelastic demand for food. 

At first, Government savings are increased by the amount of the 
subsidy, “s” ; consumer expenditure on food is, in the limiting 
case, increased by “s”; but the “income effect” of the price 
increase will reduce demand for other goods for which demand is 
more elastic in response to income changes. ‘Thus the amount 
spent on them will decrease, but by an amount less than “s,” 
“x” (< s); insofar as x would have been productive of revenue, 
revenue decreases by an amount “ y” (< x). Inthe result Govern- 
ment savings are increased by s—y while consumer savings are 
decreased by s— x. Total savings are increased by x (< s)—y (< x). 
Employment will be reduced in those occupations for whose 
product demand has fallen, but in “over” full employment the 
unemployed will be absorbed by the undermanned industries ; or 
insofar as the products are imports for which demand has fallen, 
the balance of trade will benefit: in any case total “ savings ” will 
increase, which is surely “ disinflationary.” 

Thus thovgh “money would be drawn to the active stock,” it 
would only be consumers’ money, and the effect would be offset 
by Government saving. Of course if we expect wages to increase, 
and consequently aggregate demand and wage costs, we must 
revise our estimates and admit that cutting the subsidies might 
defeat its own object. But it is possible that at the new price and 
income level, and when the price of food is higher than before in 
relation to other prices, we might be nearer the equilibrium of 
savings and investment and a less unfavourable balance at the 
optimum employment of resources.—Yours faithfully, 


Sunnyside, The Green, Steventon, Berks. E. O. Jones 


Polish Trade 


Sik,—In your article, “ Germany: the Real Issue,” you state 
that “such nations as Poland and Czechoslovakia are being 
encouraged (by Russia) as far as possible to divert their trade 
from the West...” Yet, in “Poland’s Foreign Trade” 
(June 14, 1947, page 944), you remark, “The Russians have 
encouraged the Poles to renew trade with the West. The reduc- 
ton of the quotas of coal to be delivered to Russia has given the 
Poles a bigger export surplus to be diverted to the West. In 
addition the Poles have been enabled to draw on Russian gold to 
the amount of 29 million dollars for the payment of capital goods 
and raw materials which they may buy in hard currency 
countries.” 

For geographical reasons alone it is natural that Russia should 
have the greatest share of Poland’s foreign trade, yet it has fallen 
from 9o per cent in 1945 to §7 per cent in 1946 and to only 31 per 
cent in the first half of 1947. In this last period Denmark came 
second with 11.7 per cent, Sweden third with 11.2 per cent, and 
the USA fourth with 8.6 per cent. Except for Czechoslovakia, 
whose economy is being increasingly integrated with that of 
Poland, the value of the trade agreements with the other coun- 
tries of Eastern Europe (excepting the USSR and the Soviet 
Zone of Germany) in 1945-46 came to only 32 million dollars, 
while that with Sweden alone was for 100 million dollars, out of 
a total of 894 million dollars. : 

Obviously trade with the other Eastern European countries 
will increase as the economic agreements with Czechoslovakia 
and Jugoslavia this year show, but their value will still not be as 
important as that of the trade overseas and with the West. 

During my visits to Poland last year and this I noticed the 
huge potential market there for the industrial products and con- 
sumer goods that can best be supplied by the West. From 1948 
onwards there should be increasing surpluses of food over and 
above those already being exported ; it is mainly to the West 
that these commodities will be sent, in addition to materials such 
as coal, zinc and chemicals. The international political 
atmosphere is still not very good, but I found amongst the 


* of the West.—Yours faithfully, 


the Editor 


Polish officials with whom I came into contact a strong realisa- 
tion of Poland’s need for good trade relations with the countries 
Joun C, CLEws 
The University, Birmingham 


Cutting the Coat 


Sir,—May I submit that the cuts in capital investments, far 
from being insufficient, will have the most serious consequences 
of slowing up the increase in National Income and Production? 
The real significance of these cuts can be gauged by comparing 
the estimated values of Net Investment as proposed with the 
corresponding estimates for 1938 adjusted for the rise in prices. 





"] 7 
1938* 1940/44* 1945/47 | 1947 1948¢ 
| 
Gross investment......... | 1,900 | | 1,550(/)| 1,320(q) 
Repairs and renewals .... | 1,160 | | 775 | TT5(@) 
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* At present value. © $ End of year. = = 

(t) Oxford Bulletin for Statisties, Vol. 9, p. 250. 

§) CMD 7099, p. 19, with estimated adjustment for present values, 

(.) CMD 6707, p. 14. 

(@) CMD 7268, p. 5. It is assumed that in order to keep capital intact the 1947 rate of 
repairs and renewals will apply. 

It will be seen from this that so far our Capital Investments 
have in no way been vast and over ambitious: less than one third 
of the interna! disinvestment (including physical destruction) has 
been made good and it is now anticipated that only some 75 
per cent of the prewar rate of net investment will be forthcoming 
in the next few years. 

May I conclude by quoting an extract from The Economist’s 
review (1945, p. 236) of Mr Kaldor’s appendix to the 
Beveridge report on full employment: “By what is now 
virtually unanimous consent, the rate of capital formation in 
prewar Britain was at much too slow a rate. The amounts 
devoted to mew production equipment were so inadequate 
that British industry was gradually falling behind in the race for 
productive efficiency.” Surely, any bigger cuts would be plain 
disaster !—Yours faithfully, K. ZWEIG 


55 Combemartin Road, S.W.18 


The American Constitution 


S1r,—When a person wishes, for some reason or other, to refute 
a perfectly true statement, one fairly effective method he may 
adopt is to say bluntly that the statement is wrong and then 





















From The Economist of 1847 


December 18, 1847 


THERE is no denying that, in every country in the world, 
except in Ireland, Irishmen rank among the most useful 
and industrious classes of the community, are equally 
manageable and amenable to the ordinary laws of society, 
and, upon the whole, are careful and provident. In Ireland 
alone do the Irish show themselves a turbulent race, reckless 
of consequences, and apparently without the slightest interest 
in social order. . . In every other country the Irish are 
found the most willing of labourers, with less attachment to 
any particular spot than almost any other people, and 
exhibiting no particular attachment to the occupation of 
land. While in Ireland they cling to the possession of a 
plot of ground, capable at the best of yielding a most scanty 
and uncertain subsistence, and are riveted to the spot with 
a tenacity equal to that with which they cling to life. And 
the more we enquire into the cause of this wide difference 
of the national character at home and abroad, the more we 
are convinced that the only solution of the question is that 
while abroad they find abundance of opportunity of obtaining 
subsistence otherwise, at home they have no other resource 
but the land, and that its possession becomes with them 
simply a question of life or death. It is to the entire absence 
of employment at regular wages in the south and west of 
Ireland, that that extraordinary attachment to the soil and 
the miserable existence which it affords . . . is to be solely 
attributed. ; 
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expound it in slightly different words, thereby leading the anwary 
reader to believe that since the second statement is obviously 
right, the first one must be wrong. Mr Sheppard in a recent 
letter criticises The Economist’s frequently expressed view that the 
professed purpose of the American constitution is to prevent 
action, and then in his own brief summary of the fundaments 


of the constitut:on seems to show just how right The Economist, 


is in its interpretation. 

That the attempt of the framers of the constitution to reflect 
the will of the American people was based on the following three 
assumptions would probably be admitted by both Mr Sheppard 
and The Economisi: 

(1) The will of the American people is not necessarily reflected 
by the will of the majority of the American people of any 
particular time ; 

(2) The will of the majority of the American people is not 
necessarily reflected by the will of the majority of representatives 


Books and 


Old Fashioned Liberalism 


“Free Trade—Free World.” By Oswald Garrison Villard- 

Robert Chalkenbach Foundation. 278 pages. $3. 
THERE is only one really important tariff in the world today: that 
of the United States. In a sense, even that tariff is a compara- 
tvely minor factor in the world economic situation; because 
that situation cannot be immediately and adequately dealt with by 
the two-way flow of trade which makes for normal prosperity. 
Europe has not now the material wherewithal to exchange for 
enough American goods to save itself from starvation and collapse, 
even were the whole world one vast free trade area. The New 
World, of which the United States is the powerhouse, is the one 
region both developed and undevastated ; and Europe can no more 
stand in a normal trading relation to it than can the Ukraine to 
the rest of Russia or Essen and Hamburg to their surrounding 
countryside. Even if all tariffs, all transfer difficulties, all differ- 
ences even of sovereignty were abolished, the basic problem would 
remain ; the problem confronting any community a substantial 
section of which has temporarily lost the power of self-support ; 
the problem of the Special Areas, of the Régions Sinistrées, of 
the Dustbowl. It transcends ordinary commercial considerations ; 
for those who have power in some measure to solve it, it is a 
question partly moral—what are our obligations to our fellow- 
men in distress ?—partly political in the widest sense—how much 
is it worth to us not to be islanded in chaos? On this major 
question the further problems of ways and means, the techniques 
of loan or grant, procurement and transfer, would still be super- 
imposed even in a free-trade, one-currency area. As things are, 
yet another layer of difficulty is added, that of foreign exchange 
and the articulation of different government contro! systems. If 
the United States tariff were abolished tomorrow, the dimensions 
of the problem would only shrink by whatever amount represents 
the value in American goods of Europe’s exportable surplus. 
Qualitatively, it would remain the same. The call on American 
altruism and far-sightedness would be sooner and more easily satis- 
fied, but it would be no less urgent. 

For this reason, Mr Garrison Villard’s hard-hitting Free Trade 
tract is in some ways rather a pity. Reading his pages uncritically, 
one would suppose that a rapid scaling-down and eventual extinc- 
tion of tariffs is all that is needed to restore world prosperity and 
lasting peace. He quotes Cobden and Bastiat, Henry George and 
Walt Whitman; he deals faithfully with Messrs. Hawley and 
Smoot, the Tariff Commission, and the soap-box autarkists who 
want to “keep American dollars at home.” He makes his case 
with plenty to spare; and he says little that does not need saying 
and even repeating. He makes a few egregiously naive comments 
on British policy (according to him, the 1947 crisis alone was 
responsible for the British exit from India and Burma) but no 
more than is unfortunately to be expected of any American com- 
mentator, however sympathetic. “Free Trade—Free World” 
would, in fact, have done a power of good had it been published 
a dozen years ago. Even so, it would have suffered from its 
author’s oblivious neglect of the whole formidable Keynesian 
analysis, so easily distorted to anti-liberal ends. As a long-run 
recipe for world equilibrium and progress, free trade remains un- 
discredited by any of the aterrations which have displaced it. As 
a cure for the present crisis, and particularly the crisis of the 
“dollar gap,” it is about as much use as Swedish drill to a man 
whose broken leg has not been set. 
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of the American people, which cannot, therefore, claim to reflect 
the will of the American people ; 

(3) In the interests of individuals and minorities the power 
of the majority of representatives, and of all other organs of 
government, must therefore be restrained by balancing them 
against each other. 

In other words the constitution sets up a series of hurdles 
(ranging from Presidential vetoes, through two-thirds majoritj 
to power to declare any act “ unconstitutional ”) in the hope that 
any proposal which manages to clear them all may be said to have 
the full support of that elusive body, the “ American people” 
To admit, as Mr. Sheppard does, that this procedure has “ sacgj- 
ficed some mobility of action” and at the same time to d 
that its professed purpose is to “ prevent action” is to adopt a 
verbal argument at which even a hard-pressed politician might 
shy.—Yours faithfully, A. R. SINCLAR 

42 Dalkeith Road, Edinburgh 


Publications 


Local Authorities 


“ to and Regional Government.’’ By G. D.H.Cole. Cassell 
15s. 

PROFESSOR COLE has now tried his very able hand at the reform 
of local government. He postulates that what Britain needs is 
both larger units and smaller units of provincial administration— 
the former to plan major services on an effective basis, the latter 
to revitalise the life of local communities. Few would deny this 
general thesis, or Mr Cole’s supplementary argument that the 
present administrative divisions along rural and urban lines are 
archaic. There are no units that are truly regional; and few 
that are truly local (for parishes have insufficient powers). Most 
local authorities fall betwixt and between Mr Cole’s criteria. 
Should they then disappear ? But on closer inquiry this would 
be found to be unpractical. The author realises this, though 
he does not say so; and his fimal picture envisages the co- 
existence of small, medium-sized, large and very large units of 
local government, with the medium-sized ones—termed “ town- 
and-country incorporations ””—forming the real cornerstone of 
- edifice. Practice is thus, and necessarily so, at odds with 
theory. 

Mr Cole’s whole structure is, however, so complex and flexible 
as i be decidedly wobbly. Each “ incorporation” would nor- 
mally consist of one or more towns, large or small, and its rural 
environs—thus Devon might be divided into 12 of these units, 
Norfolk into 16, Kent into 15. This idea is a good one. Below 
the incorporations would be parish or neighbourhood councils, 
above them would be counties (reduced in number by amalga- 
mations), and above the counties would be regional planning 
units. There might be thirteen such regions. The structure 
would differ inside the five large conurbations of Greater London, 
Greater Birmingham, Greater Manchester, Merseyside and Tyne- 
side, each of which would possess a regional authority of its 
own with cons.derable powers. The division of functions inside 
each region would be extremely flexible. Thus, counties would 
still be active administratively in rural areas, but might do little 
when the incorporations were mostly on the large side. 

Administrative map-making is a fascinating but difficult busi- 
ness, and it is greatly to Mr Cole’s credit that he demonstrates 
in detail how his ideas might work out in a number of areas. 
Experimental map-making of this sort is the way to bring to 
life these problems of administrative structure. It does, of 
course, expose the author to many criticisms, petty and major. 
The major criticism of Mr Cole is that he is too pure a theorist 
to make a successful administrative reformer. In his desire to 
cultivate every aspect of technical efficiency and popular demo- 
cracy, he goes on multiplying his units and varying their rela- 
tions, to the confusion of both the harassed administrator and 
the puzzled elector. He forgets the virtue, or rather the practical 
necessity, of simplicity in this matter, Nevertheless, many of 
the author’s particular notions are sound; and the whole is as 
sumulating and readable as the subject permits. 


Practical Propaganda 


“ Talk of Propaganda.’’ By Ian Harvey. Falcon Press. 116 
pages. 5s. 

Direction, Timing, Vitality, Colour. Domination, Concentration, 

Repetition. Theme, Presentation, Co-ordination, Disposition. 
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Mansion House, Doncaster, built by James Paine of Pontefract in 1446 


ENTURIES OLD ApBeys, churches, castles, mansions 

of imposing exteriors .... furnishings and decorations, 

priceless heirlooms of craftsmen of the past — these 
are the historic background of the Yorkshire of to-day with 
its thousands of craftsmen skilled in so many trades. This 
tradition is to be seen throughout Yorkshire, among its 
people, in its cities and towns, in its industries, and is the 
solid foundation upon which “The Yorkshire Post” is 
established. 
Owned, edited and published in Yorkshire it is indeed part 
of Yorkshire life, yet with that breadth of outlook which 
causes its viewpoints to be studied and quoted throughout 


Practical proposals for mediation between East and West 
and the solving of present economic problems 


BRITISH DECLARATION OF 
INDEPENDENCE 


by 
HENRY DRUMMOND-WOLFF 


with a foreword by 


The Rt. Hon. LORD ALTRINCHAM 
P.C., K.C.M.G., K.C.V.O., D.S.O., M.C. 


The Author, who has wide knowledge of trade and 
finance, puts forward in this book practical proposals 
for the restoration of the economic position of this 
country—a position which the Government itself declares 
to be an extremely grave one. 7/6 


the world. 


The Horkshire Post 


wid The Newspaper of the North 





‘THE export drive has entered a 
decisive phase. Time presses. 
So long as our imports exceed our 
exports, the steady rise in world 
prices makes harder still the great 
production task that faces manage- 
ment and labour. 

Yet this is not all. The final 
battle is still to be fought in the 
export markets. Our production 
must be sold. 

The battle for output at home 
must not overshadow the need for 
Planning overseas selling cam- 
paigns. Our goods must be sold at 
a price that pays us, not dumped. 
They must be sold, too, in markets 
where they will earn the currencies 
we must have. And, if we are to 
gain lasting prosperity, the buyer 
must be kept sold. 

The J. Walter Thompson Com- 
pany is well placed to help British 
exporters in winning acceptance 
for their products overseas. Long 
experienced in advertising on 
an international scale, it has 
completely staffed offices in all 





The label 
it doesn’t carry 


important markets, as well as 
associate and correspondent or- 
ganizations working under JWT 
guidance. A special International 
Department in the London office 
offers advertisers objective mar- 
keting information from trained 
and experienced men-on-the-spot. 

The British manufacturer who 
employs the J. Walter Thompson 
Company has the advantage of 
dealing with a single organization 
working in many territories. And 
he has the assurance that his 
advertising in each market will be 
planned and produced by experts 
thoroughly familiar with the 
habits of those who are going to 
buy his goods. 

International Department 

J. WALTER THOMPSON COMPANY LTD 
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Cardhouse 
 _. +4 in the clouds 


S It’s the drawing-room table steadiness of the 
+ Short flying boat that keeps his cardhouse from 
: collapsing. He’s never been so happy as on this 
i wonder-trip over oceans and continents to the 
home he’s only heard about. Maybe, to-night 
they'll let him stay up, to stroll on the promenade 
“4 deck and watch the sun sinking into the sea. 


Baby sister’s thinking of retiring; aod shortly 
the cabin will be quickly transformed into a 
sleeper, with baby tucked away like a fledgeling 
in the nest. Mother and father will enjoy their 
excellent dinner, knowing that all is well. 


Air-pleasure travelling on the big scale 
is a Short speciality, and flying boats 
operate from Great Britain to Australia, 
New Zealand, Africa, India, and China. 
Also in Scandinavia (D.N.L.) and South 
America (A.L.F.A.). Your travel agent 
has all details and will take bookings. 
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In the manner of a thoroughly competent sergeant-instructor, Mr. 
Harvey sets out a short course in Practical Propaganda for the 
beginner. He has had some experience of commercial advertising, 
and emphasises that political propaganda must follow the same 
basic principles. But this little book is written for the party 
propagandist, not for the businessman. In fact, it is addressed 
quite frankly to the Conservative Party. _Mingled with the purely 
technical advice—which is thoroughly sound, and written with a 
pleasantly light touch—there are passages of rather pontifical 
philosophy, dropping at times into platitude: “A party that has 
neither philosophy nor principles is inevitably an opportunist 
party... <A political creed that pretends to be what it is not, 
or offends against moral and ethical standards, is an immoral one.” 
The discriminating reader will skip these passages, and will con- 
centrate on the very useful sections which deal with poster design, 
election leaflets, press relations, and slogans. Although the final 
chapter is devoted to showing that “The Case for Propaganda ” 


is that it will enable the Conservative Party to regain power, there 
s much in this book that will be of value to Socialists, Liberals, 
Independents and all who are concerned with any cause which 


must capture and retain the support of the public. It is illustrated 
with shrewdly chosen examples of .ood and bad posters and press 
advertisements. 


Political Thought and Political History 


“ Western Political Thought.’’ An Historical Introduction from 
the Origins to Rousseau. By John Bowle. Cape. 21s. 


Tus is a good and useful book. It is written modestly, as an 
introduction to a large subject, and with the intention of bringing 
the reader to the master-works described in the text. Mr Bowle, 
however, does more than parade a string of racehorses and give 
the bystanders short accounts of their pedigree and form. He 
relates the thought of an age to its general context in political 
and social history and explains why problems of universal interest 
took at different times their particular shapes. Mr Bowle’s 
historical comments (including his footnotes) are viv.d and exact. 
Unlike so many otherwise excellent writers of the older school 
such as Janet (whose work might find a place in the bibliography), 
Mr Bowle sees as well as hears political thought. Thus: 
the huddle of scholastic controversy, of shaven-pated, uniformed 
religious in the tortuous ways of the medieval! cities, produced minds 
which could twist the legacy of the alien Greek genius to their ends, 
and impose between the outlook of antiquity and the Renaissance a 


web of thought which conditioned speculation until well into the 
seventeenth century.” 


This visual imagination serves Mr Bowle well in his chapters 
on the primitive background and the Temple State. Throughout 
the centuries with which these chapters deal there is very little 
political thought to be heard, but much wisdom. to be learned by 
watching the early hunters or the slow irrigation of Mesopotamian 
fields. Mr Bowle does not forget what he has seen. It would 
indeed be impossible for an intelligent writer to make this, survey 
of the past without reaching some conclusions of his own. Mr 
Bowle has taken the first lesson of politics from the far-off primi- 
tive societies and the river cities of the Middle East. The lesson 
is that “no community can continue healthy—least of all a huge 
modern society—without some objective, some pattern of belief.” 
Therein lies the great problem of our own age. Mr Bowle realises 
the existence of this problem ; he does not make the mistake of 
thinking that the present dangerous situation is mainly one of 
disintegration and anarchy. He finds it possible to discern the 
elements of a new synthesis; for this reason in particular, at 
a time of much weariness and pessimism, his account of the rise 


of the western tradition of political thought deserves a wide circle 
of readers. 


Colonial Policy of the US 


“ America’s Colonial Record.’’ By John Collier. Fabian 
Publications Limited. 36 pages. Is. 


THERE has been no up-to-date treatment of American colonial 
problems available to the British reader since the publication in 
1937 of Colonel Theodore Roosevelt’s “Colonial Policy of the 
United States” (a book rather surprisingly omitted from Mr 
Collier’s useful bibliography). A postscript bringing the story 
up to the present day is therefore overdue and perhaps few 
Americans are so competent to present it as Mr Collier, whose 
long and distinguished record as Commissioner of Indian Affairs 
has given him experience and authority in this field, 

In this small pamphlet he deals in some detail with the Philip- 
pines, Puerto Rico and the Pacific Islands ; rather more summarily 
with Hawaii, Alaska, the Panama Canal Zone, the Virgin Islands 
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and the American Indians. In all these secuons there is a g 
deal of up-to-date information which is not otherwise 
available on this side of the Atlantic. At the same time, it 
perhaps permissible to wonder. whether, if read in detachment 
from other treatments of the subject, this pamphlet may not giye 
a somewhat distorted picture. It is not merely that Mr Colliers 
general sympathies are patently on the side of the colomal under. 
dog and that this sometimes leads him to present as fact matters 
which are still subject for debate (¢.g., President Roxas’ role as 
a “collaborationist” in the Philippines or the political orient. 
tion of the Hukbalahaps). A rather more serious weakness of his 
necessarily compressed story is that it foreshortens the narrative 
of pre-war developments in American colonial policy and thus is 
likely to encourage the rather smug frame of mind exemplified 
in the Fabian Society’s foreword with its complaint that “ objec. 
tive appraisals of American policy by themselves seem to haye 
been far sparser [than British] and have claimed a far less willing 
ublic.” 

' In short, this is a valuable, if occasionally one-sided, supplemene 
to earlier accounts of the history of American colomial devel 
ment. If taken by itself, however, it may merely stimulate he 
Schadenfreude which animates too much contemporary British 
discussion of American policy. 


Prosperity Decade 


“ Prosperity Decade.’’ By George Soule. The Pilot Press, 1947, 
365 pages, 25s. 


Tus volume, the eighth in an admirable series, The Economic 
History of the United States, addresses itself to that most dramatic 
of economic decades in America, the Twenties, The story of 
war production, Harding corruption, Coolidge prosperity and 
Hoover. crash, is a tragedy which moves through its sequence of 
promise, depravity, hubris and nemesis with an Aeschylean force, 
Indeed, so compelling is the movement of this tragedy that it has 
imposed itself on the minds of a great many contemporaries as 
the only pattern for a postwar American decade and has been in 
no small part responsible for the diffused conviction that the 
same relentless cycle of boom and bust is fated for the heirs of 
Roosevelt as befell the successors of Wilson. For victims of such 
imaginings a reading of Mr Soule’s deflationary volume is 
heartily to be recommended. 

Mr Soule starts with the minimum of preconceptions, chases 
almost no analogical hares, and draws only the most cautious and 
incontrovertible of morals. Let others, one feels him say, put in 
the colour and the drama of the period ; I will measure its forces 
with the yardstick of statistics and subject its legends to the 
X-rays of economic theory. The result is a scrupulously dis- 
passionate survey of the economic movements of the period, the 
first rounded appraisal to be offered within a compass small 
enough to be manageable and large enough to do justice to all 
the main developments. Mr Soule’s own political position as 
an American liberal is no secret, but he is always just to the 
Business Man’s decade, brings out its real achievements in pro- 
ductivity and mounting prosperity, and, when he finally comes 
to the problem of the crash, rejects any facile scapegoat inter- 
pretation. He finds the disaster inherent in all that had gone 
before, and above all in the rigidity of an economic order which 
prided itself, more than anything else, on its infinite flexibility. 
The Greeks would have had a word for that; it is a mark of 
Mr Soule’s restraint, not of his impercipience, that he has none, 


Shorter Notice 


“The Truth About Publishing.’’ By Sir Stanley Unwin. 
Allen and Unwin, Limited. 352 pages. 8s. 6d. 


Tue fifth edition of this standard work differs little from the fourth 
(1946), except that the profit and loss account of a 7s. 6d. novel 
printed in 1,500 copies at 1939 rates has been supplemented by the 
equally gloomy figures for 3,000 copies of an 8s. 6d. novel produced 
in 1947, There are few references to the feverish conditions of recent 
years, which have so favoured publishing that it has become a field 
of mushroom growths: the book is the more useful and salutary now 
because it is confined to the solid business foundations on which 4 
serious publisher must build. Here an entrant to the book trade, and 
an old hand too, can learn from an acknowledged master what @ 
publisher should know about book-production, dealing with authors, 
copyright, marketing (especially for export), advertisement, valuation 
of stocks. Sir Stanley Unwin is sometimes irritated by the un- 
reasonableness of authors, agents or the Government, but his judgment 
is sure. Perhaps in the next edition he will tell us whether the 
disaster of Leipzig has shaken his advocacy of a central clearing hous¢ 
book-publishers, whi 


for Engl which would give that many-headed trade 
as neck. 
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AMERICAN SURVEY 





A Republican Foreign Policy ? 


(From Our US 


HE Baltimore Sun remarked two weeks ago that the strangest 

phenomenon in American politics during the last year has 
been the slowness of the conservative mind in realising that 
division between the United States and Russia must cost the 
United States a great many dollars. Among the very people, 
as it said, who had least hope of any durable co-operation 
between the two countries there has been such stubborn 
unwillingness to accept the inevitable cost that during the last 
two weeks members of the conservative Congress quibbied and 
wrangled over the already belated winter relief for Western 
Europe. Although many of the leaders in the fight for the 
European Recovery Programme would certainly be considered 
conservatives, it is true, as the Sun says, that nearly all the 
opposition comes from the Right and from that part of the 
Right where fear and hatred of Russia is most extreme. 

The Republican Party, to which the majority—but by no 
means all—of the opposition conservatives belong, is in a difficult 
position, having power without responsibility—control of 
Congress but not of the Executive. In such circumstances a 
party always seems disorganised and without a policy. After a 
success in next year’s elections a foreign policy would no doubt 
emerge, but by that time the fate of the Marshall Plan will be 
settled. At this moment the most recent hint of a Republican 
foreign policy is in a “ Resolution on Foreign Affairs ” adopted 
on April 1, 1946, which deplores the incoherence and inefficiency 
of the Administration and then states that: 


The United Nations Organisation has been overwhelmingly 
approved by the people of the United States. It is a 
mechanism which can maintain peace and security only if the 
states of the world show faith in it, make use of it, and vitalise 
it by positive acts of co-operation. 

The Republican National Committee, therefore, demands : — 

(a) That the State Department be so reorganised that it 
may possess cohesion and unity of purpose; that only those 
persons who believe in the American way of life and are loyal 
to the American Government shall be employed in the Depart- 
ment. 

(b) That the President and the State Department demon- 
strate their trust in the United Nations Organisation and in 
our own hemisphere organisation, and consult with other states 
before acting in matters of interest to a number of states. 

(c) That only Americans known for their devotion to our 
form of government be appointed to the various posts of 
representation in the United Nations Organisation, and that 
they be given time and facility for study and the preparation 
of their positions. Let the United States act in the councils 
of the United Nations Organisation in a manner commensurate 
with our world position and prestige, and give thereby direc- 
tion, constructive purpose and vitality to the United Nations 
Organisation. 

(d) That our Administration leadership demonstrate through 
the United Nations Organisation on behalf of such nations as 
Poland the same zeal which is now so evident with respect 
to oil-rich Iran. 

That this is still thought to be an adequate and comprehen- 
sive expression of the Party’s view of foreign affairs seems likely, 
since the Republican News, the official organ of the Republican 
National Committee, which appears every two months, published 
a number for November and December which recognised in only 
one sentence that a world existed beyond the borders of the 
United States: “ Mr. Truman proposed totalitarian methods at 
home to curb totalitarianism abroad.” Though the National 
Committee and its chairman, the shadowy Mr Carroll Reece, 
have no more foreign policy than this to offer, Republicans 


Editorial Staff) 


should have the choice of a variety offered by the candidates 
for the Presidential nomination. 

In domestic affairs, it seems that Senator Taft speaks for the 
National Committee, as this body usually endorses and repeats 
what he says. Perhaps their silence on foreign affairs is there- 
fore an acceptance on behalf of the Party of the high-minded 
evasiveness of his statement at Tacoma in September. He said 
on that occasion: “ In my opinion, current foreign policy as far 
as possible should not be a subject of partisan debate, and the 
Republicans have not made it so.” Such a remark may save 
him the necessity of formulating his own foreign policy but 
it did not stop him attacking the Marshall Plan—surely current 
foreign policy, if anything is—or voting for the amendment to 
reduce the amount of Interim Aid. 

Governor Dewey cannot be said to have developed a foreign 
policy, though he has adopted a few untelated attitudes. But 
as it is his habit to follow public opinion rather than try to lead 
it, he is unlikely to give his party anything to work with until, 
if he is nominated, he has had a chance (in Senator Pepper’s 
phrase) to wear his ears out dragging them along the ground. 
General Eisenhower is, and must remain until he leaves the War 
Department, as coy about his beliefs as he is about his candidacy. 

* 


Only Governor Stassen has announced a detailed foreign 
policy, which is integrated with a domestic policy and which is 
neither a copy nor a negation of the Administration’s position. 
Two weeks before Mr Marshall spoke at Harvard he suggested 
in a speech in Iowa that the United States should, for the next 
ten years, devote 10 per cent of its tangible production to a 
carefully planned rebuilding of the world economy. He has 
now accepted the Marshall Plan but the political restricticns 
which he advocates (such as guarantees that participating 
countries shall not nationalise their industries) have only found 
support among those whose enthusiasm for the Plan itself is 
lukewarm. 

There seems nothing, in fact, in what any of the candidates 
have said which can be thought to be a Party policy or can be 
developed into a Party policy during the debates on the 
European Recovery Programme. It is in Congress itself that 
policies must be sought and there appear to be three. One— 
the old, and pure, isolationist theory—is still represented but 
not in great strength. Representative Clare Hoffman (Michigan) 
spoke for it during the debate on the Interim Aid Bill. 
Diplomacy, whether open or secret, and, indeed, all contact 
with the outside world is, for the pure isolationists, immoral. 
But they are no longer of great importance. 

The majority of the Republicans in Congress are divided 
between the other two policies. One, weaker in the Senate, 
but strong in the House of Representatives, consists of those 
conservatives about whom the Baltimore Sun complained—the 
wild men from the isolationist desert, as the New York Times 
calls them. Russia is anathema to them—but foreign aid is 
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anathemissima. They will shout insults at Russia and they 
will vote funds to scribble rude words about her on the iron 
curtain. They will exhort Western Europe to stand firm and 
will complain bitterly of betrayal if any Western European 
country should exchange machine tools for much-needed food 
with any of the satellites or with the Soviet Union itself. But 
they will not be made suckers again. Unfortunately, this group 
is strongest where it is most dangerous—in the House, where 
the Republican majority is greater and its leadership unim- 
pressive and, in some cases, hostile to foreign aid of any kind. 
It is probably not strong enough to engineer outright defeat for 
the recovery programme but it is almost certainly persuasive 
enough to gather majorities for wrecking amendments. 

The third Republican group is that on which—the National 
Committee notwithstanding—the future of the party depends. 
It is still small in the House but, in the Senate, it is large enough 
to be effective. It recently revolted against Senator Taft’s 
leadership (or lack of it) and it draws its strength mostly from 
New England. Senators Aiken and Flanders (Vermont), Tobey 
(New Hampshire), Lodge and Saltonstall (Massachusetts) and 
Baldwin (Connecticut) with Ives (New York), Smith (New 
Jersey), Knowland (California) and Cooper (Kentucky) are men, 
who though not consciously organised, all display a growing 
understanding of, and maturity of judgment on, foreign affairs. 
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There is no equivalent body of New England talent in the 
House round which a group with a policy could be formed, 
Representatives Herter (taduechusetts) and Lodge (Connecticut) 
are exceptions among rather pedestrian delegations, Moje 
important is the development of a few men, in both Senate and 
House, from the Middle West where the isolationism of the 
people’s representatives has until recently reflected the ’ 
attitudes. Though public opinion in the Middle West js 
changing, it still takes courage to leave the traditional paths, 
The new position taken by such people as Representatives Karl 
Mundt (South Dakota), Everett Dirksen (Illinois) and Mrs 
Frances Bolton (Ohio) is probably more to be admired than 
even the sanity of the New Englanders. In the House this 
group of Republicans has no leader. In the Senate, because jt 
is led by Senator Vandenberg, who grows in stature with e 
session, it can, with Democratic support, ensure the passage of 
constructive European Recovery programme. Whether there js 
any way of ensuring its passage in reasonable shape through the 
House is becoming increasingly doubtful. The Party Regulars, 
who ought, through the National Committee, to provide leader. 
ship and a Republican foreign policy, seems to have adopted 
for 1948 the slogan: “ There’s time to finish the game of polls 
and beat the Russians, too.” Many members of the party, in 
and out of Congress, are not so sure. 


Can the Midwest Feed Europe? 


(From a Correspondent in lowa) 


* the number of swine marketed in the United States 
climbs from the seasonal low in August toward the 
seasonal high in January, hundreds of thousands of decisions 
are being taken, on as many farms, which may prove to have 
a more decisive effect than Congress’s reaction to President 
Truman’s suggestions for legislation to check inflation and help 
Europe, or than the consuming public’s reaction to the voluntary 
food saving programme. 

“Farmers may have to decide whether Europe gets 400 
million bushels of wheat this winter or 550 million bushels,” 
writes Mr Don Murphy, editor of Wallace’s Farmer and Iowa 
Homestead. They will be deciding for smaller grain exports if 
they feed their hogs to weights above 240 pounds, if they use 
wheat when their maize runs out, if they breed more pigs, early 
rather than late, and keep old brood sows through the winter. 
They will be deciding for greater exports of grain if they sell 
hogs light, make maximum use of forage crops, breed fewer 
and later pigs. For every pound the average weight of hogs 
marketed drops, seven million bushels of grain will be saved. 
Similar decisions, mutatis mutandis, are being made with cattle 
and poultry. 

It would be pleasant if some miracle of breeding could save 
great quantities of grain from livestock feeding and make it 
possible for Americans to have their meat and Western Europe 
its grain too. Hybridisation of maize a decade ago did make 
seven or eight grains grow where six did before, freemg hundreds 
of thousands of acres for other crops and upsetting Government 
agricultural crop reduction plans—but making wartime food 
miracles possible. How about super-efficient, fast-gaining 
hybrid livestock to make up for the short maize crop in America 
this year and for two years of bad harvests in Europe ? 

As a matter of fact, the United States Department of Agri- 
culture and the Federal-State Agricultural Experiment Stations 
at the State Agricultural colleges have been working intensively 
for at least a decade at applying to livestock the same sort of 
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post-Mendelian genetics which made hybrid maize. The 
Regional Swine Breeding Laboratory set up by Federal grant 
in 1937 consists of units in 13 Midwestern and Great Plains 
states, under the State Agricultural Experiment Stations; its 
object is in part to work from purebreds to inbreds to hybrids, 
These stations, along with the Federal Department’s own 
stations at Beltsville, Maryland, and at Miles City, Montana, 
have developed nearly five dozen promising inbred strains of 
swine, mostly within established “ pure ” breeds, but a few from 
crossbred stock. In tests at the experiment stations, the new 
lines do produce more and better meat on less grain. But 
results on the farm have so far not been conclusive. In any 
case, it will be some time before enough breeding stock is 
available to make much difference nationally. 

Animal breeding is enormously slower and more costly than 
maize breeding. Hybrid maize breeders could afford to inbreed 
1,000 lines with self-pollination for seven generations, throw all 
but the 50 best away, and hybridise these. With livestock, 
brother-sister mating is as close as it is possible to get ; there are 
only one to a dozen individuals at a birth ; unit characters are 
more numerous ; and it is far cheaper to buy new seed every 
poocnne from a breeder than it is to buy new brood sows and 

ars. 

For a decade or two, crossing purebred swine (or purebred 
with grade swine) has been common as a means of getting hybrid 
vigour. As early as 1938, more than half the Iowa swine 
reaching market showed evidence of crossbreeding. 

These newer modes of breeding have not gone so far with 
beef and dairy cattle, but further yet with chickens. True 
hybrid-of-inbred-of-“ purebred ” chickens reached the half- 
million mark in Midwest hatcheries in 1945, and are up to 
24 million in 1947. These are the Hy-Line chickens, originated 
by Mr H. B. Wallace, son of Mr Henry A. Wallace. Never- 
theless, all the new inbred lines and breeding methods for live- 
stock are still in the experimental stage, and the Battle of Food 
will be fought with existing stocks—ranging from “ purebred,” 
through grade, to scrub. 

Will the American consumer insist upon eating as much and 
as choice meat as he has been doing lately ? To give it to him, 
will the American farmer feed livestock all the maize he can ge 
and finish off with wheat ? These are the big questions, wil 
decisions to be made by millions of individuals in the course 
the coming months. : 
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At some points, self-interest reinforces world-interest. 
Prospects of a short maize crop and heavy government buying 
of wheat have shot grain prices up to levels that make it good 
business to sell hogs light instead of fatty, and to feed beef 
cattle to “good” grade instead of to “choice.” But the 
“ ynfavourable feeding ratio ” will last only if consumer demand 
does not shoot meat prices up in equal—or greater—measure. 
It is always good business—but especially so now—to make the 
most of available hay and legume feeds, and to feed a ration 
balanced with adequate proteins—especially oil seed meals. It 
is always good business—but especially now—to take effective 
measures against the vermin who will otherwise eat so much 
of the stored grain. 

In so far as these measures can be induced by high grain 
prices and an unfavourable feeding ratio, they are fairly auto- 
matic and effective. In so far as they depend upon farmers’ 
sympathy with hunger and their fear of chaos and communism 
overseas, they are vastly less so. By historical accident, American 
livestock farmers are descended chiefly from British, German 
and Scandinavian immigrants, mostly rather remotely. Few, 
except the Scandinavians, any longer have many connections 
with the “ old countries,” and there is little of the lively identifi- 
cation with them found among big city colonies of Italians, 
Poles and Jews. Most of them are humane and not especially 
isolationist in their attitudes—but detached and critical. 

Current misgivings about feeding Europe on the part of 
intelligent stock farmers are due less to lack of sympathy than 
to the apparent endlessness of the process. They had supposed 
Lend-Lease would do the job, then that Unrra would, and then 
the loans to Great Britain and France and the doles to occupied 
Germany and Italy. As the economic barriers between Eastern 
and Western Europe stiffen, does Western Europe become a 
permanent pensioner ? 

In spite of war’s destruction, the population of the world 
goes remorselessly up. Agricultural production that would 
once have sufficed suffices no longer. The Administration itself 
has largely given up the idea of feeding swarming India and 
China to the point of rehabilitation. Do the same difficulties 
apply also to Western Europe ? American livestock farmers 
wonder, 


American Notes 


Stop-Gap Session 


Congress has faithfully kept its nose to the grindstone, and 
the Interim Aid Bill it was recalled to pass is now law. There 
still has to be an Appropriation Act to provide the funds for the 
purposes approved in the main measure. It is notoriously easier 
to get a camel through the needle’s eye than a foreign aid Bill 
past Mr Taber, the Chairman of the House Appropriations Com- 
mittee. But at least the first Bill, the authorisation of the pro- 
gramme as distinct from the appropriation of funds for it, emerged 
from conference between the House and the Senate—the last stage 
before enactment—in a form satisfactory to the Administration. 
The Senate version was accepted on most points. The total 
ceiling was returned to the original $597 million, and though aid 
to China remains in the Bill, it appears that if the State Depart- 
ment takes this solid hint to draw up a plan for Chinese aid, 
European relief will not have to bear the cost. Payment in local 
currencies for dollar relief supplies—that foreshadow of the main 
Marshall Plan proposed in the Senate—remains in the final Bill. 
The House provision that the President must retain a wheat carry- 
over of 150 million bushels has been softened to a suggestion 
instead of a mandate. OF 

The battle has now shifted to the Appropriations Committee. 
They cannot delay the flow of aid, for the Reconstruction Finance 
Corporation is empowered to make an advance of $150 million. 
But the House firmly holds to the view that the authorisation puts 
a ceiling on, and not a floor under, what money 1s actually to 
be appropriated. Its Appropriations Committee has cut $88 


million from the totals for France and Italy on the ground that 
these sums were not for relief for the needy, but for maintenance 
of those countries’ foreign services and for the payment of foreign 
debt. Brazil, Belgium and other creditors are to be invited to 
Share in the sacrifices to keep Evrope afloat. _ 

When Mr Taber’s committee under similar circumstances cut 
the total for Greek and Turkish aid, and for Unrra, the cuts were 
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restored later. It is not so sure that anyone will assume the 
responsibility for snatching this present bone of contention away 
from the watch-dogs of the public purse. The only surprise is 
that these items did not come to light earlier. The Committee 
has also made even more substantial cuts in the Army requests 
for the occupied countries: from $490 million to $230 million. 

Mr Truman sends his long-term aid programme to Congress 
at the end of this week. His Christmas gift to Congress amounts 
to a two-hour message and three volumes of supporting evidence. 
Congress will have a hard-working recess if it is to digest the 
contents and test the reaction of the public. 


x x * 


No Stop-Gap on Inflation 


The issue of domestic controls has not impeded the Bill for 
winter aid. But very little more has been accomplished than the 
drawing of the battle lines. The air is thick with recipes for 
curbing or curing inflation adapted to what each party feels serves 
its political interest best. 

The Republicans made an attempt in the House of Representa- 
tives last week to rush through a four-item inflation stop-gap. The 
first three items were the extension of controls over exports and 
railway freight movements and the alteration of the statutory gold 
reserves of the Federal Reserve banks (a move of more psycho- 
logical than real significance at present). Lastly, the anti-trust 
laws were to be waived to the extent necessary to make possible 
voluntary agreements among farmers and industrialists for certain 
approved purposes, such as the saving of grain by marketing live- 
stock at lighter weights, the allocation and inventory control of 
scarce commodities and the control of speculation on the com- 
modity exchanges. Price agreements were specifically excluded. 
It was this Bill or nothing, Mr Halleck challenged the Democrats ; 
and it appears that nothing was the answer. The Republicans 
attempted to push the Bill through under procedure which allows 
little debate and no amendments, but requires a two-thirds 
majority. With the Democrats refusing the co-operation neces- 
sary, it seems a forlorn hope that anything can be accomplished 
in the few days of the special session that remain. 

President Truman took immediate and vociferous exception to 
the waiving of the anti-trust laws, fully aware that many of his 
labour supporters regard monopoly profits as the villain in the 
price picture. This is a trifle disingenuous ; Mr Harriman in his 
testimony earlier took no such puritanical view of the matter— 
in fact he advocated a very similar arrangement ; and during the 
war Mr. Roosevelt was a party to the soft-pedalling of anti-trust 
laws in the interests of war production. The dangers inherent 
in any revival of the practices legalised by the National Recovery 
Act in 1933 are manifest ; but it is equally clear that given Con- 
gress ingrained suspicion of controls, and the difficulty of making 
controls effective, the path of voluntary co-operation is the most 
promising. 

The Administration’s plan for price control does not itself con- 
template a return to the wartime powers. The draft put forward 
would give authority to control prices at wholesale level only, each 
government department looking after commodities in its province, 
while wage control would be exercised by the Department of 
Labour. Both parties have made their points. The Republicans 
can represent that their preliminary inflation programme has been 
baulked by the Democrats; the President that Congress has 
offered him only a shabby and unacceptable alternative quite 
unsuited to the emergency. Meanwhile every sign is that prices 
will go their own sweet way ; hogs will go on eating up grain an¢ 
labour will feel justified in demanding new wage increases. 


* * * 


Mr Eccles Again 


In sponsoring the plan for establishment of a “ secondary 
reserve ” for commercial banks, as part of a general deflationary 
programme, Mr Marriner Eccles, chairman of the Federal Reserve 
Board of Governors, has given some interesting evidence before 
the House Banking and Currency Committee which, incidentally, 
has given little indication that it would be prepared to support 
the plan. 

In general terms, Mr Eccles renewed his outspoken opposition 
to all opponents of his plan. The Treasury, he said, had given 
no “prec’se basis” for opposing proposals which, so far from 
being personal to himself, enjoyed unanimous support from the 
economic advisers of the Reserve Board. The unanimous oppost- 
tion of the Federal Reserve Advisory Council (representative of 
commercial banks within the Reserve System) was described as, 
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a natural reaction from “any vested interest or group.” Not 
more than a week. ago, Mr Eccles was also declaring that the 
Board would not raise rediscount rates or withdraw from support 
of the Government Bond market “without a directive from 
Congress.” But he has since admitted that the time for an 
adjustment of the rediscount rate may be coming very near. 

The argument which Mr Eccles was chiefly concerned to 
make, however, was that his own plan would be far less drastic 
than a simple increase of the legally prescribed bank reserve 
requirements, and that it could simultaneously protect Govern- 
ment Bond values, while also contracting credit and raising 
interest rates on commercial loans and non-Government securi- 
ties. By demanding that commercial banks hold a secondary 
(and additional) reserve of Treasury Bills and short-term certifi- 
cates or Notes, and that this secondary reserve should range up 
to 25 per cent against demand, and Io per cent against time 
deposits, the authorities would be given some maneuvring 
power on the pattern of short-term rates. Commercial rates 
could be allowed to harden, while rates on Government Bonds 
would be sustained by the fact that short-term Treasuries would 
possess a “premium value” as a secondary reserve for banks. 
Similarly, the Federal Reserve Banks could keep up the price 
of longer-term Treasury bonds by buying them in the open 
market without fear of causing an automatic increase in member 
total bank reserves as now occurs. For the new reserves created 
could be sterilised by adjusting the “secondary reserve.” 

The weakness of the argument seems to lie in the assumption 
that the Reserve Board is faced with the direct choice between, 
on the one hand, complete stability of long-term rates, and, on 
the other, complete disorganisation in the securities markets, 
with a damaging addition to Budgetary costs, and the release 
of imponderable deflationary forces. To avoid even moderate 
changes Mr Eccles is prepared, apparently, to enforce an 
extremely cumbersome system of controls which would give the 
Reserve Board something like a straitjacket for the discipline 
of the commercial banks. To the powerful opposition already 
shown by bankers, there is now joined the plain distrust of the 
Secretary of the Treasury, Mr John Snyder. But Mr Eccles, at 
least, has prepared his case for submission to Congress, and it is 
at least ingenious. There is no present suggestion that Mr 
Snyder has been at equal pains to solve the dilemma posed by 
the simultaneous effort to contract credit, and maintain a rigid 
pattern of interest rates. 


* * * 


Mr Lewis Takes Another Walk 


Having failed to carry the American Federation of Labour 
with him in defiance of the Taft-Hartley Act, Mr John L. Lewis 
has curtly announced the disaffiliation of the Mine Workers from 
the AFL. He is to be a guerilla once more—the role that suits 
him best. The new labour law has proved as disintegrating an 
influence in labour circles as its most reactionary supporters could 
have wished. Hopes—and fears—that Mr Lewis would use his 
triumphant return to the AFL to build a single labour movement, 
with commensurate political power, have been frustrated by his 
inability to work in harness with the “ stately asses ” of the AFL. 

The practical effect of the Act may nevertheless be to provide 
Mr Lewis with new allies. The National Labour Relations Board, 
following the clear meaning of the law, has declared that a union 
which does not file anti-Communist and financial affidavits can 
have no place on the ballot even when the employer requests an 
election. In particular, it has absolved the Remington-Rand Com- 
pany from dealing any longer with the United Electrical Workers, 
the largest Communist-dominated union in the country. Mr 
Denham, the General Counsel, has, indeed, warned the company 
that it deals with the union “at its peril,” laying itself open to 
charges of violating the law; and Remington-Rand, which was 
one of the bitterest and most violent opponents of Jabour organisa- 
tion in the early days of the New Deal, has enthusiastically broken 
off relations with the VEW. The way is open either for a raid 
by acomplying union or for a “ no union” vote by UEW members. 
Both seem likely to precipitate labour troubles of exactly the kind 
the Act was ostensibly designed to stop. 

Unions with over 3,000,000 members are still refusing to sign 
the anti-Communist provisions of the Act. They include Mr 
Murray’s steelworker’, as well as the mineworkers. It is difficult 
to avoid the suspicion that Mr Lewis believes there will be good 
fishing in these troubled waters for the man who has consistently 
defied and outwitted the authors of the Taft-Hartley Act. His 
own hatred of Communists has never stood in the way of tem- 
porary alliances with the extreme left ; the CIO itself was built 
upon such an alliance. And Mr Lewis counts upon the years 
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the Taft-Hartley Act was right. 


* * * 


ahead to show that his resistance to the temptation to c.mply with 


Pan-American Defence 


By an almost unanimous vote, the Senate some days 
responded to an urgent appeal from President Truman and his 
service advisers to ratify the Inter-American Treaty of Recipro- 
cal Assistance, signed at Rio de Janeiro on September 2h 
Before this vote, the Treaty had been ratified only by Mexigo 
and the Dominican Republic, and formal approval is needed 
from at least ten other signatory nations. The Senate vote may 
now atcelerate measures for hemisphere defence, 

Ratification of the new Treaty (which can provide no more 
than a political framework for mutual defence measures) is ey. 
pected to revive service demands for similarly speedy action 
Congress on the draft for an “Inter-American Military 
operation Act.” This would authorise the US Government tg 
supply arms to other American states, to supervise the trainj 
of their armed forces, and to standardise the equipment and 
organisation of army, naval, and air forces throughout the con. 
tinent. This programme was first put forward by President 
Truman in May, 1946, and his appeal was repeated last Spring. 
Although it has twice received the specific endorsement of 
House Committees (under both Republican and Democratic rule) 
it has been buried in the general pressure of summer appropria- 
tion debates and has not received further consideration. Beyond 
this, the President’s service advisers are seeking the establish- 
ment of an Inter-American Defence Council by which the 
general staffs of the nations concerned could enjoy constant con- 
sultation, and overall direction of strategic plans. This co-opera- 
tion already exists, in some measure at least, between the United 
States and Mexico, Brazil, and Canada. 

One of the issues which made for a certain Congressional 
wariness in the last session was that of appropriations, The 
Military Co-operation Act itself would provide no more than a 
nominal sum, mainly for training purposes. But the service 
departments lor{z ago marked up as much as $400 million of 
“obsolete” war stores for transfer to South American coun- 
tries, and most of the actual cost of co-operation would be masked 
by inclusion in the general defence votes. Political opposition 
to the programme has not been especially strong. Bur there is 
a constant under-current of criticism based on the view that the 
US Government would be obliged to uphold existing regimes 
whatever their character, and that substantial assistance might 
breed rivalry between the South American countries themselves. 

Immediately, however, the programme for mutual defence will, 
presumably, receive a new impetus from events in Europe, It 
will be assisted, too, by the new mood of conciliation in Buenos 
Aires and Washington. No longer fearful of Nazi intrigue, the 
State Department believes that it can rely unfailingly upon Sefer 
Perén in the political clash with the Soviet Union. The world- 
famous “ Blue Book” denunciation of the Argentine government 
in February, 1946, is almost forgotten. There remains only a 


modest and gentlemanly disagreement on the current price of 
wheat. 


Shorter Notes 


Spokesmen for all major commodity exchanges have left no 
doubt that they will mobilise all possible support in their endea- 
vour to prevent the Government from gaining new powers for 
margin trading. Some diverting comments have enlivened the 
general discussion. The New York Cocoa Exchange seeks 
exemption because it acts “as a thorn in the side of foreign 
monopolies,” and one speaker claimed that a “ British Gover 
ment cartel” was holding up prices by curtailing output. For 
the New York Cotton Exchange, it has been claimed that higher 
margins will simultaneously be without effect and “ hurt cotton 
growers without any justification.” 


* 


In the pantomime of American politics there has never been? 
stranger spectacle than that of Mr Henry Wallace booming 
Senator Taft for the Presidency. Mr Wallace was asked whethet 
a third party, with which he is still toying, would not open the 
way to a victory for Taft and reaction. Under Senator 
there would be, he responded, the best chance of reversing the 
present “get tough” policy toward Russia. In this sch 


freude there is the grain of truth that the Russian sympathisers 
derive their most real comfort from the do-nothing policy 
those who speak most harshly of the Soviet Union. 
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THE SPIRIT OF ENQUIRY 


A spoon 
dropped 
in 1832... 


In 1832 Charles Askin, a 
young veterinary, broke a 
spoon made from a nickel- 
containing alloy. The 
fracture woke in him an 
interest in metallurgy and, 
setting out to find a way 
of separating pure nickel 
from the ore, he founded 
the firm of Evans & Askin 
—oldest members of the 
Mond Nickel family. This 
spirit of enquiry and re- 
search to-day makes nickel 
a key element in hun- 
dreds of everyday things. 
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Stalin’s Switch in Social Policy 


(By a Special Correspondent) 


AST Sunday the Soviet Government announced a series of 

financial and economic measures which, taken together, 
amount to a significant modification of its social policy. The long 
decree, signed by Mr Stalin for the Government and by Mr 
Zhdanov for the Party, consists of three sets of measures: the cur- 
rency reform, the abolition of rationing, and the new policy on 
prices and wages. The three sets of measures are, of course, inter- 
connected and complementary. They are calculated to achieve 
two parallel objectives: firstly, to mop up surplus purchasing 
power and thus to end the inflationary trend, to which the war 
gave a powerful stimulus though the trend had been apparent 
even earlier; and secondly, to redistribute the remaining pur- 
chasing power between the various classes of Soviet society, in 
accordance with the new social and political demands of the post- 
war efa. 

It is difficult to gauge the scope of the Russian inflation. The 
total amount of currency in circulation is not known. Several 
years before the war the Gosbank ceased to publish currency 
statistics, which came to be treated as a defence secret. Even if 
the secrecy were now to be lifted—and this is not the case—it 
is doubtful whether the central planning authorities have any 
exact knowledge of the volume of circulation. The Russian 
peasant is a habitual hoarder of money. As in all countries with 
a numerous peasantry, money in Russia has in recent years 
flowed from the town to the countryside where it lay hidden 
in chests and “ money boxes.” The peasants of the former occu- 
pied areas also hoarded roubles issued by the Germans, just as 
they had hoarded old Tsarist roubles long after the victory 
and consolidation of the Soviet regime. Whatever the volume of 
the circulation, it has been inflated to an extent which, if tolerated, 
might have undermined the very foundations of Russia’s planned 
economy. This has now been, for the first time, officially admitted. 

Under the reform all cash holdings are exchanged at the rate 
of ten old roubles to one new one. This would seem to imply 
that the rouble had lost about nine-tenths of its previous value. 
In fact, the devaluation was much worse during the war and 
immediately after it, when the shortage of consumers’ goods was 
at its worst. Throughout 1946 and 1947 the Government was 
engaged in a strenuous fight against inflation. The problem was 
tackled from the goods end and the money end simultaneously. 


The supply of goods was increased. Policy on wages and prices 
became distinctly deflationary. 


Postwar Deflation 


The policy was not unsuccessful. Prices on the so-called free 
markets and in State-owned “commercial” shops were steadily 
forced down. Again, no exact measurement of the downward 
trend is possible, because price indices are not published in 
Russia, An approximate idea of the trend is provided by a private 
calculation, based on many reports from Russia. From these it 
appears that in 1944 the so-called commercial prices were roughly 
forty or fifty times higher than the prices for rationed goods. This 
enormous gap, it must be remarked, was not between rationed 
and unrationed goods, essentials and luxuries, but between the 
same categories of goods—bread, meat, butter, etc.—which could 
be bought on and off the ration. .(One kilo of wheat bread on the 
ration cost three roubles, while its “free” price was about 120 
or 150 roubles.) The fantastically high “commercial” prices 
were technically also “ controlled” by the Government. In actual 
fact, however, their level was-dictated by the varying degrees of 
scarcity and by the level of prices which prevailed in the com- 
pletely free and permitted peasant trade at the bazaars. (At times 
the commercial prices in Governmental shops and co-operatives 
were even higher than the bazaar prices.) In the middle of the 
war, when transport and distribution of food were disrupted, the 
spontaneous rise in prices was even higher than in 1944. In 1946, 
however, the gap between the “commercial” and “free” prices 
and the prices for rationed goods rapidly narrowed, unti] the 
former were “ only ” three, five or six times higher than the latter. 
In the course of 1946 the commercial prices in Governmental 


shops were reduced at least three times—by the end of the year 
they were roughly §0 per cent lower than at its beginning. Op 
the other hand, the extremely low prices for goods bought on the 
ration were raised by 200-300 per cent in September, 1946. 


A Cash-Minded People 


In its struggle against inflation the Government suffered a 
severe, though only temporary, set-back because of last year’s 
disastrous drought, which accentuated the scarcity of foodstuffs. 
At present the worse effects of that reverse have apparently been 
lived down, and the Government has felt able to carry the anti- 
inflationary campaign to a radical conclusion. 

The reform hits ruthlessly the holders of cash. Owners of 
saving deposits have been treated more mercifully. Deposits 
below 3,000 roubles undergo no “ revaluation ”—their owners 
receive one new rouble for one old one. Larger deposits are to 
be revalued at the rate of two and three old roubles to one new 
rouble. All State loans issued prior to 1947 are consolidated into 
a single loan, at the rate of three to one. Current accounts of 
co-operatives and kolkhozes are to be recalculated in a way that 
will make co-operatives and collective farms lose 20 per cent 
of their nominal assets. However, deposits of individual savers 
represent only a small fraction of the total purchasing power. The 
Russians are still a cash-minded people, By hitting the owners 
of cash with so much ruthlessness, the reform therefore effects a 
very drastic reduction of the total purchasing power. 

It is only after having killed nine-tenths of the money that might 
chase the goods, that the Government has ventured to abolish 
rationing. As elsewhere, the abolition of rationing in Russia 
entails, of course, “rationing by the purse.” Before that sort of 
“rationing ” begins to operate, the Government has made sure 
that some purses should not bulge excessively while others are too 
thin. Therein lies perhaps the main interest of the reform, which 
might be described as a “capital levy,” only with very strict 
qualifications, In Russia, money can be invested as “ capital” 
only in state loans and in very primitive commerce, the forms of 
which are highly unsettled. What the reform has in common with 
a capital levy is that it reduces the purchasing power that has been 
accumulated from past earnings without directly affecting future 
incomes. To this extent it smacks of the uravnilovka (the 
tendency to level out earnings) that has for many years now been 
anathema in Russia. The reform has, as it were, knocked out the 
“ Soviet millionaire,” the social figure that was extolled during 
the war, the peasant-trader, who grew fat on the bazaar. It has 
also struck heavily, though perhaps less severely, the privileged 
men in the towns: the Stalin prize winners, the miraculous 
Stakhanovites, all those who managed to climb up to a queef 
Oriental prosperity amid the truly appalling misery of wartime. 


Gross Inequalities Ended 


The main effect of the reform is a redistribution of purchasing 
power, primarily between towns and countryside, in favour of the 
town. In the towns, the highest stratum of the privileged bureau- 
cracy and intelligentsia has been shorn of some of its power 
snatch scarce goods and amenities of life from the mass of 
employees and workers. It would, however, be an exaggeration 
to say that Soviet policy has now gone back to the uravnilovka, 
the egalitarian principles of the early years of the Soviet regime. 
What is being redressed is a social balance that has been gravely 
upset by the war. The reform eliminates the gross inequaliti 
that have spontaneously grown up until recently, and that, more- 
over, the rulers could not but tolerate or even encourage. Having 
now done away with these anomalies, the Government continues 
to base the plans for the economic development of the country on 
the accepted system of incentive wages and salaries. 

This conclusion emerges clearly from a brief analysis of the 
new wages and prices policy embodied in the reform. “ . 
the currency reform is being effected ”—says the decree signed by 
Stalin and Zhdanov—“ the wages of workers and employees, a 
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well as the incomes of peasants from deliveries to the State, and 
other earned incomes of all sections of the population, will not be 
affected by the reform, They will be paid in the new currency 
at the previous rates.” The purchasing power of workers and 
employees will thus be relatively strengthened, by comparison 
with the purchasing power of the peasantry. But the differential 
scales of wages and salaries remain in force. The reform of wages 
adopted early this year (see The Economist of March 22 and 29, 
1947) provided for a drastic extension of incentive wages: it raised 
the minimum rates of output per worker by 20 to 25 per cent, and 
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it replaced time rates by piece rates in those branches of industry 
and in agriculture where time rates had still been prevalent. The 
Stakhanovite has forfeited cash and savings which would have 
given him an enormous start over his less fortunate or less. indus- 


trious fellow-workers in the competition for scarce goods ; but he 
is still able to recoup himself and to mainiain a relatively high 
standard of living if he goes on beating records in output. 
present reform is likely to make the system of incentive wages 
more, and not less, effective than it has been hitherto. 

(To be continued) 


Persia’s New Government 


(By a Special Correspondent Recently in Persia) 


R QAWAM-ES-SULTANEH, who was last week un- 
seated from the Persian Premiership by an almost unani- 
mous vote of his Cabinet, had made an international name for 
himself. He had won it first as the negotiator who caused the 
Russians to quit Azerbaijan in 1946, and secondly as the tight- 
rope walker who kept Moscow guessing while for eighteen months 
he postponed Persia’s decision upon a Russo-Persian oil agree- 
ment. Dr Sardar Hikmet, who succeeded him on Tuesday, is 
lesser known. He was, through Qawam’s influence, president of 
the 1947 Majlis; he was also, until recently, a member of 
Qawam’s Democratic Party. His secession from it, with thirty 
followers, brought about Qawam’s fall. He is of a different 
stamp from Qawam—less decisive, less apt to play a lone hand, 
far more of a fatherly figure whose strong suit is his aptitude for 
conciliating a team. How he fares as Premier will greatly depend 
upon his choice of colleagues. 

Mr Qawam’s premiership was remarkable on two counts, The 
first was that it produced the nearest approach to a party (as 
the word party is understood in the west) that has yet been seen 
in Persia. All normal “ parties”—except the Tudeh (Mass) 
group which takes its orders from Moscow—are mere splinter 
followings of this politician or that.. Qawam’s Democrats, who 
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were in September some 70-80 strong in a Majlis of 130 members, 
for a time showed considerable party loyalty. ‘They consisted 
largely of the old landowners and professional politicians, but 
they were men who had realised, under the impact of the 
struggle with Russia, that social reform must be undertaken if 
Communist propaganda were to be defeated. Hence the venera- 
tion of planning. Hence, also, the sheets of paper which are their 
much vaunted Seven-Year Development Plan. 

Mr Qawam’s other strong suit was his handling of Russia. 
This was masterly. His account of the drumming to which he 
was subjected in Moscow during his visit there in February- 
March, 1946, was given only in the last days of his stewardship 
—only, that is, when his long-fought action had failed. Con- 
fronted with such pressure, many of his countrymen would have 
quavered. He decided that he was equal to handling it. 
The tactics which he adopted over a period which was 
spun out until October, 1947, were baffling, not only to 
foreigners but to many Persians and, what was more, to the 
Russians. No one was sure what intentions were hatching behind 
his wholly opaque spectacles. But, over the period, more and 
more Persians grew distrustful of his aptitude for compromise. 
His opponents preached that he had done some deal with Russia. 
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In fact, he was to prove them wrong. Sensing the temper of the 
country, he left the final decision on the Russo-Persian oil agree- 
ment, which he had signed subject to Majlis consent, to a free 
vote of that body. The Majlis, as is well known, turned it down. 
He was left to explain the situation to the Russians. They 
countered with a fierce attack on him for breaking both his 
original agreement to get the concession considered by the Majlis 
in seven months, and for his failure to produce the goods in 
the end. 


Corruption and Party 


One of his troubles was the corruption he had countenanced. 
All inhabitants of the Middle East reckon to make money when- 
ever they enjoy a spell of Government office. But, even when 
allowance is made for this universal practice, Qawam’s interpreta- 
tion of the word “ perquisites” shocked his countrymen. It is 
said the only cement which bound his party together was the 
income its members drew from the monopolistic export licences 
which he gave out in return for party loyalty. This and other 
like drains on the exchequer stimulated criticism, first from those 
who were not benefiting by the transactions and, towards the end, 
even from those who were. 

A pertinent ground for their criticism was that Qawam’s 
rapac.ous ways with the public funds precluded any expenditure 
on the development schemes which abound, not only in his Seven 
Year Plan, but also in a bulky American report on development 
possibilities. This report Qawam had ordered this year from 
the Morrison-Knudsen firm of consulting and contracting 
engineers, in the hope that an Amer:can-sponsored plan would 
help Persia to obtain a generous loan from the International 
Bank. li ranges from expensive projects such as the piping over 
hill and dale, at a capital cost of $70 million, of the waste natural 
gases from the Anglo-Iranian oil field to heat and light Teheran, 
through agricultural schemes involving wholesale transfers of 
population, to cheap and admirable suggestions for increasing 
crop yields by such simple reforms as teaching an intelligent 
peasantry to sow roots in rows instead of broadcast, and to 
use their manure for fertiliser instead of for fuel. It would, if 
adopted as a whole, cost $600 million, which is far more than 
Persia can pay, or is likely to be able to borrow. But Mr Qawam 
never made, nor instructed anyone else to make, any attempt to 
break it down into the stage-by-stage propositions which are 
the pre-requisite of action and, it goes without saying, of any 
international loan. The plan lay on his table, handy for fondling 
while the Prime Minister was being interviewed. For his critics, 
this was not enough. 


Keeping Russia Guessing 


His capacity for keeping the Russians guessing had come to 
be his one remaining claim to power. This disappeared when 
the Russians issued their angry note of protest on November 20th 
about the abortive oil agreement. Immediately Mr Qawam’s 
sins of omission and commission in home policy came home to 
roost. Throughout the first days of December, he was forced 
to travel about with a strong escort of police. Faced with the 
secession of Mr Hikmet and others, he made one last bid to 
retain the initiative. Baulked of a chance to rally Parliament 
because his opponents refused to attend and provide a quorum, 
he addressed the nation in a broadcast and the rump of his 
party in a fighting speech on December 1st and 3rd respectively. 
In both of these he appealed to politicians to set aside secondary 
issues and personal interests, and to co-operate in order to keep 
in being a party which offered the only way of combating the 
“internal dangers ” with which the country was beset. Pre- 
sumably in order to deflect the attention of patriots from north 
to south, he includea in the broadcast a claim to the oil-producing 
island of Bahrein. But tempers were already too high for him. 
All but one of his cabinet colleagues then present in the capital 
complained that he had. broadcast without consulting them, and 
resigned with a unanimity that Suggests organisation from with- 
out. The Shah had never liked Qawam. Perhaps he was the 
organiser. 

The legacy that he leaves to Dr Hikmet is not an enviable 
one. Russian propagandists are warming to a fresh offensive. 
Their objective is plain—the establishment in Teheran of a 
government favourable to Russia. This Mr Hikmet’s team will 
not be. The problem that faces him, therefore, is how to keep a 
jump ahead of Communist propaganda, which does. not fall on 
deaf ears in a country where the rich are so rich and the: poor 
so poor. Mere lipservice to planning is not enough. Teheran 
is far too full of young thinkers who are content to say that they 
are on the Premier’s “ supreme planning council.” It is far too 
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empty of men ready to roll up their sleeves and get down ig 
the small local improvements which are the only way to ge 
change started in a country so enormous and so lacking in good 
communications. The only men at present to be seen i 

on with these unobtrusive and unspectacular jobs are a h 
of Labour Department officials, who have been fired by ay 
enthusiastic chief into trying to see that Persian-owned industries 
(and not just simply the foreign-owned concerns like the Angle 
Iranian Oil Company) apply the new Labour Law. 


Politics and Trade in 
Singapore 
[FROM A RESIDENT CORRESPONDENT] 


BRISKER markets in tin and rubber have encouraged Malayans to 
hope that the country will now pursue trade and forget politics, 
Its constitutional problems if not solved have at least been settled, 
and energy can be diverted to more useful channels. 


The christening of the new constitution will not be a jolly party, 
and, unless a fairy godmother with a gift of abundant rice can 
appear, the general attitude will be resigned acquiescence. A one- 
day Malayan-wide hartal was arranged in protest by the All 
Malayan Council of Joint Action for October 20th, the day when 
Parliament reassembled. It is quite possible that if his sickness 
had not delayed the Governor-General’s broadcasts the hartal 
would have been called off. As it was, too many were committed 
and face-saving had to be considered. ‘The hartal was observed 
widely, but by no means unanimously. Daily paid labourers, taxi- 
drivers, trishaw riders and petty shopkeepers observed the one-day 
stoppage of work ; the banks, the European business houses and 
the monthly paid salariat did not. In the Singapore municipality 
the senior and junior staffs and the peons were almost 100 per 
cent on duty. Among the labour force, of 7,961 there were 5,538 
(69.5 per cent) out; Chinese, 787 out of 1,115 (70.6 per cent); 
Indians, 3,305 out of 4,416 (74.5 per cent); Malays, 1,415 out of 
2,355 (60.1 per cent) ; and others 31 out of 75 (41.3 per cent). The 
Fire Brigade, and the Town Electric Power Station were 100 per 
cent present. The Town Cleansing Department was almost 100 
per cent absent. The main transport company, the Singapore 
Traction Co., was at a complete standstill. Of the 157 private 
buses, only 57 operated. ‘Throughout Malaya the same features 
were apparent. The lowest-paid labourers and shopkeepers ob- 
served the hartal. 

Nevertheless trade prospects are improving. The trade in rice 
which affects Malaya most closely, and to the price curve of which 
nearly everything conforms, has fallen slightly in Singapore, where 
the movement of rice from one area to another has now been 
freed. While the Government takes the opportunity to release 
more articles from the list of controls, prices trend downwards 
and in some cases, such as a section of wharf labourers and timber- 
cutters, even wages have declined. 

The reason for the fall in labour costs, apart from the slight fall 
in the price of rice, is the increase in the number of labourers. 
Many have been released from the Services, and many Indonesians 
have arrived from Java to join their compatriots who were con- 
scripted by the Japanese for labour in Malaya. Their health 
leaves much to be desired, and they are incapable of anything in 
the nature of heavy labour. In general, however, there is an im- 
provement in health, and output per man is rising slightly. Labour 
is recovering from its dehabilitation, but housing difficulties 
hamper progress. 

During the first six months of this year 119 million yards of cloth 
cotton goods, valued..at $158,000,000 were imported ; more than 
in any previous year. Dealers have speculated on shortages if 
this and neighbouring countries, particularly the Netherlands East 
Indies, and have secured ‘permission to re-export on condition that 
Malayan prices.are not raised by any fictitious scarcity. There is 
a surplus of textiles and the black«market will move some of the 
store to Java to be bartered for rice, which can be smuggled readily 
enough from the neighbouring Dutch islands. : 

The country is getting down to work; its two props, tin and 
rubber, carry a heavy burden, ‘and anxiety is felt. that they = 
have to carry additional burdens in the battle for dollars, and that 
Malayan economy may be squeezed. If unprofitable bargains ate 
made, the now sm ing fires of politics will be fanned im 
flames and there will be loud outeries against colonialisation 
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Greater Transjordan ? 


(BY A SPECIAL CORRESPONDENT) 


Tue chaos that seems to promise in the Arab half of Palestine 
is causing minds to turn towards Transjordan. The partition 
planners recognised that the share of the country falling to the 
Arabs is not economically a viable unit. They therefore devised 
a plan which was not so much a partition as a political split plus 
an economic union. Supposing the Arabs will not recognise 
either, is not the solution for the dangling Arab portion to join 
up with a neighbour? 

Transjordan, immediately adjoining Palestine, looks by com- 
parison a monument of efficiency and calm. It is also Arab. 
Its cultivable parts, which are its western highlands, and its share 
of the Jordan valley, are very like the Palestinian hills across the 
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way. Why not, says the superficial observer, join up the two and 
make one kingdom? The solution looks plausible, but on a short 
term basis it is in fact easier said than done. 

The Royal Hashimite Kingdom of Transjordan, founded in 1946 
—it was previously a British mandated territory—is not a viable 
economic unit either. The reasons for its establishment as an 
independent kingdom were political, not economic. It is, in a 
good harvest year, prosperous ¢ , but it is not self support- 
ing. The very considerable deficit in its balance of trade 1s offset 
chiefly by a grant-in-aid from Britain of some {2,000,000 per 
annum, which pays for its army, the Arab Legion (or strictly 
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speaking, for that part of the Legion which is used for defence, 
as opposed to the fraction used for internal police work). 
TRANSJORDAN. TRADE 


(é P. '000) 
1944 1945 1946 
SINE Bo gv cusinecavas 3,173 4,999 8,116 
Exports. ....... sae L457. 2049 2,044 
RiC-CXPGEWS... i, cs ol BS 336 784 650 
SGD cc cet ch ectees — 1,380 — 2,166 — 5,422 


Profits on transit trade go nowhere towards offsetting such a 
deficit. The rest of the unbalance in Transjordan’s international 
payments (which are impossible to compute precisely because 
it shares a currency with Palestine) can only be accounted for by 
immense profits from smuggling. It is a smuggler’s paradise. It 
enjoys a lower tariff than any ef its neighbours, ard its desert 
frontiers are impossible to guard. Who would not slip a few 
packets of Players into his robe when twenty cost eight piastres 
in Amman and twelve in Jerusalem? Many a larger article 
changes hands at the same profitable rate. If Transjordan is not 
a viable unit except on this basis, Transjordan plus *the Arab 
part of Palestine would not be viable either. Only by continued 
subsidy from somewhere could it maintain even a relatively 
modern way of life. 

There are also at present political obstacles to fusion, the chief 
of which is that the Palestinian Arabs greatly dislike King 
Abdullah of Transjordan. They consider him to be an ambitious 
old man, whose sole idea is to secure himself a bigger kingdom. 
The hill Arab peasants and many educated Palestinian Arabs 
prefer the Mufti as a leader. All the members of the Arab League 
also dislike the King’s ambitions, with the single exception of 
his Hashimite cousins in Iraq. Anomalously enough, the Zionists 
are among his few backers. They have given him presents over 
years because they feel that he, with his British team of advisers, 
is the only element which will quickly produce a stable Govern- 
ment on Israel’s eastern frontier. 


Where Does Britain Stand ? 


Where does Great Britain, who is the financier of King 
Abdullah’s army and the backer of his currency, stand in all 
this? To the Palestinian Arabs, the British appear to be further- 
ing the Jewish Agency’s schemes by their support for Abdullah. 
To remove this impression it would be as well to return to Trans- 
jordan forthwith the contingent from the Arab Legion which has 
of late been borrowed for use in Palestine, and placed under the 
command of the British Commander-in-Chief, in order to assist 
the security forces there. The Legionaries who glower over the 
sand-bags in Jerusalem and elsewhere have save¢ the British 
Government a wealth of money and home manpower ; but the 
longer they stay, the more they suggest British sponsorship of 
King Abdullah’s advance guard—sponsorship in the teeth of all 
other Arabs. It would also be as well, in order to remove the 
same impression, to make an early statement about the future 
of Transjordan’s currency—at present the Palestinian pound and 

jastre. 

P It may be that fusion of Transjordan and Arab Palestine will 
be the ultimate way out of the latter’s difficulties. But it would 
be imprudent to force through such a solution until more Arabs 
want it. Perhaps they will begin to do so after a dose of the 
disorganisation that the Mufti’s regime promises to bring. 
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via PARIS and LISBON 


The fleet of the four-engined ‘‘ Bandeirantes”’ 
EVERY MONDAY 


Here is the regular service which is at your disposal— 
passengers, freight, and mail: 


LONDON direct to RIO DE JANEIRO every MONDAY 
{via Paris, Lisbon, Dakar, Recife). Connections at Recife 
and Rio to every state of Brazil, all Latin American 
countries, United States, and Canada. 
PARIS —LONDON every Sunday. 
LONDON — PARIS every Monday. 
Other services (via Lisbon): 
LISBON — ROME, CAIRO 
CAIRO —ROME—RIO 
PARIS —RIO 


Reservations : 
Arlington House, Arlington Street, Piccadilly, S.W.1. Telephone: REGent 7292 
Freight: SO Pall Mall, S.W.1. Telephone: WHIitehall 7134, and all travel agents 
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help to guard us against = 
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other winter ailments. They 
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vitamin A. ‘Your butter and 
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building vitamin D is also necessary for the body’s welfare. 
This is found in fish, and to a lesser degree in fats. For a 
really rich concentration of A and D together Crookes Halibut 
Oil is the handiest way of ensuring that your body gets 
sufficient. FREE:. Why not get to know the vitamin-value 
of the foods you eat every day. Our free illustrated booklet tells 
you this in an easy interesting way. Write to The Crookes 
Laboratories Ltd., Dept. F193. Park Royal, London, N.W.10. 
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‘Bristol’ engines lead... 


The list of aircraft powered by the famous “Bristol” Hercules 
engine grows longer ; its direct descendant, the mighty 18-cylinder 
Centaurus, features, too, on many of te-day’s high-performance 
aircraft. The success of the Theseus — first propeller-driving 
gas turbine to pass a full official type test — stall further 
establishes “Bristol” as the leading name in aircraft 
power-unit design and construction. 
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Home Rails and 


EYOND question, the exchange of home rail stocks against 

the new British Transport Stock which takes place on 
January 2nd will be the biggest market operation since 
5 per cent War Loan was converted to 34 per cent in 1932. 
Already the influences of this operation have spread far and 
wide through the investment market ; for several months past 
it has been dominated by the prospect, and the choice of terms 
which the Treasury makes for the Transport Stock will un- 
doubtedly determine the course of investment policy in all 
fixed-interest securities during the opening months of the New 
Year. 

An outline of the method by which the new issue will be 
effected was given in last week’s issue of The Economist and 
there is nothing of consequence to add to what was then said 
about the technical arrangements. But there is still room 
for speculation on two major issues connected with Transport 
Stock. The first first of these obviously is the terms of 
the exchange. And the second is the repercussion of these 
terms on the rest of the investment market. There is an 
astonishing degree of unanimity about the terms of the new 
Transport Stock. Scarcely a single informed observer in the 
City would question the high probability that it will carry 
3 per cent. But before we try to read the Treasury’s mind 
on this question, it is desirable first to see what the Transport 
Act provides, and secondly to glance back briefly to what Mr 
Dalton said the Treasury might do when he was discussing the 
question of compensation exactly a year ago. 

The conditions under which the Transport Commission may 
issue Transport Stock are laid down in Section 89 of the Act. 
Two extracts from the Section are relevant: 


The Commission shall create and issue such stock as is 


required for the purpose of satisfying any right to compensa- 
tion. . 


The British transport stock which is to be created and issued 
in satisfaction of a claim to compensation of any amount shall 
. . . be such stock as is, in the opinion of the Treasury, equal 
in value at the date of the issue to that amount, regard being 
had to the market value of government securities at that date. 
The procedure which has been laid down for January Ist 
and 2nd next year conforms with these requirements. January 
Ist is the date of issue, and each compensation claim—that is, 
each holding of railway stocks—must be satisfied by an allot- 
ment of Transport Stock of equivalent value, which the 
Treasury will fix, having regard to the level of gilt-edged stocks 
on that same day. If the Treasury decides to issue the new 
stock at par, each claim will be settled by transport stock of 
identical nominal value ; or, should it be issued at a discount, 
by a proportionate increase in the nominal amount of Transport 
Stock, and conversely for a premium. The amount of each 
holding of new stock will be calculated “in accordance with 
rates to be published on January 2nd.” On that day, stock- 
brokers will have to work their slide rules hard. Home rail 
stocks are transferable in multiples of £1. The compensation 
to which they are entitled varies from £3 2s. 6d. per £100 
nominal of LNER deferred, to £142 7s. 6d. for each {100 of 
Great Western 5 per cent debentures, and the compensation 
terms are in many cases taken to one-sixteenth of one per cent. 
For broken holdings, therefore, some awkward calculations of 


Market Prospects 


the total value of compensation will be involved. If on this 
complication there is superimposed an issue of Transport Stock 
at a discount or a premium, brokers will certainly earn their 
commissions for their arithmetic alone. 

Let us now go back to Mr Dalton’s observations about Trans~ 
port Stock in December last year. They may still have some 
relevance to the Treasury’s intentions on January rst, and they 
certainly have an intriguing historical interest: 


I reply to the question put by the Right Hon. Member about 
redeemable stock, by saying that, of course it will be a dated 
stock. . . . It is certainly thought that it should not be an irre- 
deemable stock. I accept the argument that it should not be 
an irredeemable stock but that it should be dated. . . . I would 
expect it to be within this century. ... For the purpose of 
calculation it is assumed that it will be a 2} per cent stock 
issued at par.... 

There, perhaps, it is better to leave Mr Dalton’s assump- 
tions about the rate of interest on the Transport Stock, from 
which he proceeded to build up his case that the nationalisation 
of the railways would be a bargain for the State because it 
would cut the annual capital cost from £40 million to £22} 
million. The merits of this case, such as they were, have been 
swept aside by the course of events in the market. The question 
is not whether the Transport Stock will carry 24 per cent and 
be issued at par, but whether it will be possible for the Treasury 
to place a really long-dated issue at 3 per cent without having 
to concede a small discount. Moreover, the distinction which 
appeared to be present in Mr Dalton’s mind a year ago between 
a redeemable stock and a dated stock suggested that he was then 
thinking in terms of a one-way option stock like 2} per cent 
Treasury Stock, of which the “tap” had been open for about 
seven weeks when he spoke. It is unlikely that the arithme- 
ticians of the Treasury, when they survey the market scene on 
January Ist, will be tempted to repeat that inauspicious experi- 
ment. 

Some ingenious people have been busy recently trying to 
find gaps in the pattern of redemption dates in twenty years’ 
time—the early ’seventies seem to have exercised a particular 
fascination for them—when the refunding of £1,000 million of 
Transport Stock could be carried out with a minimum of 
market disturbance. On that footing, they have been inclined 
to argue that, given a modicun of “ preparation,” the market 
might be receptive to a 2} per cent stock, possibly at a small 
discount. By this means, faces would be saved and the shame 
of 3 per cent would be avoided. But the new Chancellor has 
shown no disposition to intervene in the market to carry out 
any such intention. On the present level of gilt-edged prices, 
the yields even on twenty-year stock are only fractionally below 
3 per cent. It is surely more probable that a responsible view 
of the Transport Commission’s financial problems for several 
decades ahead would dictate the issue of a stock with the longest 
possible date, even if that meant paying 3 per cent—as it would 
—and conceding an initial discount at the date of issue—as it 
might. There is no directly comparable stock in the gilt-edged 
list which carries 3 per cent with a life of 30 to 40 years. Three 
per cent Redemption Stock 1986-96 is the nearest comparison, 
but this is a “ small ” stock of only £65 million, and its present 
price of 993 and a redemption yield of £3 os. 9d. is not neces+} 
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sarily indicative of the value of a “ big ” stock with a somewhat 
shorter life. The authorities, if they chose to fix a 30 or 40 
year life for Transpore’Stock, would bein no danger of repeating 
the costly mistakes which were made with London Transport 
44 and 5 per cent stocks, which were saddled on the Board 
for minimum periods of 30 to 50 years. They should ask them- 
selves very seriously whether, taking the average of the years, 
a nationalised transport undertaking is likely to fund its capital 
at anything cheaper than 3 per cent or a little more. The 
answer, given the size of the Commission’s obligations, is obvious. 

If 3 per cent can be accepted as a plausible assumption for 
the new Transport Stock, what consequences will follow for the 
market ? One major difference will obviously arise, for many 
railway stockholders who would have sold a 2} per cent stock 
as soon as it was issued to them might be ready to keep a 
3 per cent stock. Another class of investors—mainly institu- 
tional—have been using railway stocks for many months 
past as a profitable back door into the gilt-edged market, at 
discounts sometimes ranging up to 10 per cent compared with 
the take-over prices. They are not likely to be sellers on 
_ balance, though they may have to switch if the new stock 
does not fit their requirements. Others have bought railway 
stocks with the simple intention of getting a certain profit 
within a few months, and are now fairly ready sellers at dis- 
counts of 3} per cent or so. And, finally, there is the small 
railway stockholder who from inertia or ignorance has taken 
no steps to avert the fall in income which he will experience 
from January Ist onwards. 

To resolve the pull of these various forces is impossible. 
Last week’s free selling of railway issues was comfortably ab- 
sorbed—it was, of course, banked up until the opening of deal- 
ing free of stamp in the Christmas Account—and the reinvest- 
ment demand for industrial ordinary shares produced steady 
and occasionally sharp increases in prices. The rise in the 
Financial Times index of industrial ordinary shares from 119.2 
twelve days ago to the present level of 123.3 is symptomatic 
of this wave of buying. But it is important to remember that 
the buying occurred in a market already short of industrial 
shares to the point of embarrassment. Several weeks ago, many 
dealers made a logical calculation of the prospective trend of 
markets on the basis of the economic crises of August and of 
the desperate remedies introduced by Sir Stafford Cripps at 
the end of October. Unfortunately for them, buying pressure 
began to reassert itself in the middle of November, and they 
never had an opportunity to recover stock, which they had sold. 
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Then came the first signs of improving coal output, and the 
abatement of fears about the possibility of industrial breakdown 
this winter. The technical conditions were ripe for recovery, 
and buyers returned in force, undismayed by the doubling of 
the Profits Tax. 

But the present position is arbitrary and artificial. Given a 
closed market, the replacement of risk stocks by gilt-edged se. 
curities spreads its yeasty effects throughout the market. In 
the days when equity earnings were untrammelled by controls 
and discriminatory taxes, industrial shares experienced the sup. 
port of cheap money only in an indirect form. Then the process 
of adjustment was confined largely to fixed interest securities 
and preference shares, and yield differentials, after a period of 
adjustment, settled down to match the new level of gilt-edged 
prices. But that is no longer so. The ambitions of the Govern- 
ment may be limited to nationalising a 20 per cent sector of 
the British economy, but that sector certainly accounts for 
more than 20 per cent of the interest and activity of the Stock 
Exchange in non-Government issues. Great slabs of neo gilt- 
edged securities are being created (with coal, cables, electricity 
and gas still to come) and there is nothing materially to augment 
the supply of new industrial securities, except for outstanding 
cases like Steel Company of Wales and “ Shell.” A reduction, 
and possibly a permanent reduction, in the yield differentials 
between gilt-edged and industrial securities is in progress. The 
increasingly institutional character of industry, coupled with 
the present levels and uncertainties of the Profits Tax, are 
tending to rule out the opportunities for the display of invest- 
ment expertise and initiative. Controls have bred monopolies, 
but timid monopolies on good behaviour—at least so far as the 
distribution of profits is concerned. And the result is a curious 
hybrid, the static equity which is losing its individual character 
and is in danger of becoming a mere hanger-on to the gilt- 
edged market. 

That, at any rate, seems to be the likely trend so long as 
the present conditions of market control and _ ill-suppressed 
inflation last. But it is not a condition which is natural, or 
even necessarily permanent. The day may return when relative 
degrees of risk again have some meaning in the market, when 
a limit can at last be set to the wholesale creation of quasi 
gilt-edged securities, and when some industries will undergo the 
healthy purge of making losses. Then the science, or art, of 
investment may again have something of its old meaning. But 
many days are likely to pass after January 2nd before it does. 


The Odeon Affair 


R RANK’S promised statement to the shareholders of 

Odeon Theatres appeared too late for comment in last 
week’s issue. Unfortunately, this article has to be written 
before, though it will appear after, the extraordinary general 
meeting on Friday. The content of the controversy will be 
familiar enough to readers of The Economist. Briefly, Mr 
Rank has attempted to call in aid the resources of Odeon 
Theatres, the largest public company in the group, to redress 
the financial position of General Cinema Finance Corporation. 
The first intimation of the scheme was a bare announcement 
that Odeon Theatres would acquire the capital of GCFC, 
Criticism of this proposal stung Mr Rank into making a tart 
rejoinder—much newspaper comment had been “ completely 
misinformed” and some “ mischievous.” But the criticism 
has brought into the open one of the least meritorious financial 
schemes to be disclosed for some years. Odeon shareholders 
now know what they are getting, and it is mot an impressive 
bargain. It seemed likely when this issue went to press that 


the purchase would be approved by Odeon ordinary share- 
holders, of whom Mr Rank and his associates form an ovef- 
whelming majority, If so, preference shareholders will ponder 
the fact for a long time to come. 

The purchase has been represented to Odeon shareholders 
as a most desirable transaction from their point of view. It 
would give Odeon a controlling interest in Metropolis and 
Bradford Trust (which controls Gaumont British, and through 
it, Gainsborough Pictures), all the shares of General Film Dis- 
tributors, one-third of the shares of Denham and Pinewood Hold- 
ings (the other two-thirds are already held by Odeon and 
Gaumont British), the capital of Eagle-Lion Distributors, 
shares in various film producing companies, and shares in 
Universal Pictures of America. These holdings will be “ con- 
solidated ” and “ simplified ’—and shareholders will no longer 
be “interested in the results only of sections of the total 
activities.” “ It is,” says the circular to shareholders, “a matter 


of constant anxiety to Mr Rank and those who advise him to 
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see that no one section is treated more favourably than others.” 
But it does not explain. very lucidly how the discrimination 
between the “ sections ” arises. The assumptions seem. to. be 
that all “sections” of the Rank group must sink or. swim 
together ; that since the supply of American films is curtailed 
by the import duty of 75 per cent, the British film producing 
companies must increase their output—GFD and its associated 
companies are intending to produce 38 first feature films next 
year ; and that Odeon and Gaumont British must share these 
films equitably. (What happens to this argument, incidentally, 
if the acceptance of American films is made a condition of 
Marshall aid?) Then follows a simple syllogism. If Odeon 
does not acquire control of General Cinema Finance, the 
directors of that company could hardly avoid giving more 
favourable treatment to Gaumont British, “in which they have 
such a substantial interest ’—is there, incidentally, no danger 
of the converse now happening ? But GCF would be forced 
to restrict production unless it got more finance—which Odeon 
would not put up unless it acquired a “ substantial interest ” in 
GCF. 

Thus, the raison d’étre of the purchase proposition is to 
enable General Cinema Finance Corporation to enlarge its film 
production, already threatened by restriction owing to over- 
strained bank accommodation. Mr Rank has looked about 
what he has called “my organisation” for a new source of 
finance for film production, and Odeon Theatres, an obvious 
choice for this role, lay conveniently to his hand, for 90 per 
cent of the equity of this company was within Mr Rank’s 
instructible reach. But Mr Rank had not reckoned with the 
reaction of the public, nor with the doubts of Odeon preference 
shareholders about the effects of the scheme on their security. 


The profit and loss account of General Cinema Finance 
Corporation (analysed in the accompanying table) shows that 
on the producing side losses have been mounting during the 
last three years, and reached {1,667,070 for the year to Sep- 
tember 28, 1946. Information from subsidiaries for 1946-47 
indicates that “ a small profit” has been made in the latest year, 
but it is not clear whether this is a profit on production, com- 
parable with the loss shown for 1945-46, or whether it should 
be compared with the net loss of £474,777 shown in the table, 
after adding in other revenue and deducting interest and taxa- 
tion. There are signs of improvement, but certainly not enough 
to warrant any enthusiasm on the part of Odeon Theatres 
shareholders. Production losses in the past three years are 
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attributed in large measure to the high cost of prestige. films 
like ““ Caesar and Cleopatra” and to the initial cost of establish- 
ing the distribution of films overseas—part of which in present 
circumstances is of doubtful value, Neither of these costs is 
likely to recur ;.but how much of what. has been spent in the 
past will produce an income in future ? 

Nor is the consolidated. balance sheet likely to sway an out- 
side shareholder of Odeon Theatres in favour of the scheme. 
In any case, it excludes Metropolis and Bradford Trust, and ‘its 
information is 15 months old. Was it, in particular, impossible 
to give any broad indication of subsequent balance sheet 
changes ? The biggest item is {5,876,525 for completed and 
uncompleted films, “less amounts recovered to date and pro- 
visions.” The statement argues that the prospective shortage 
of films should make this large item more valuable. But share- 
holders require something more explicit than this to judge 
whether it may contain a contingent profit or a contingent less. 
Obviously the figures have made unpleasant reading for bankers 
of the group, as they now do for Odeon shareholders. The 
bankers have quite reasonably asked for more security if they are 
to extend their facilities to the amount of a further {2,000,000 
to finance additional production. The statement says that 
“Odeon will make itself responsible for this finance.” If Odeon 
Theatres does not come to the rescue of General Cinema 
Finance, that company would be bound to restrict its produc- 
tion, which represents a large part of the film production of the 
country. Thus the dilemma as posed by the Odeon directors is 
that either they arrange the security or their supplies of films 
will be restricted. 


But it is not certain that the minority shareholders will sec 
it that way, or that the alternatives will seem so clear-cut to the 
owners of the debenture and preference capital of the Odeon 
Theatres group who did not subscribe their money to finance 
film production. They may not feel certain that £2,000,000 is 
the limit of Odeon’s contribution. In any case to saddle Odeon 
Theatres with the debts of General Cinema Finance without 
first acquainting all the shareholders of the company with the 
facts was a course to which minority shareholders had every 
right to object. It in no way mitigates the shock provided by 
the figures that shareholders should be told that the acquisition 
will represent an important step towards the consolidation and 
the simplification of the Rank organisation. The rescue of the 
producing interests of the group from a serious financial pre- 
dicament may be of great importance to Mr Rank, but when 
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it demonstrably entails the linking of a weak private company 
with the main public company of the group, he must expect the 
proposals to stand the full scrutiny of investors. In view of 
last week’s disclosures, it becomes the more inexplicable that 
Mr Rank should have regarded the scheme in the first place as 
if it simply represented an arrangement between two private 
companies of his organisation, and that he should have 
attempted to get approval for it as such. 

It is not necessary to rehearse in detail the financial position 
of GCFC as it stood fourteen months ago. The accompanying 


GENERAL CINEMA FINANCE CORPORATION 
CONSOLIDATED ACCOUNTS, 
(Excluding the accounts of Metropolis & Bradford Trust Company 
which controls Gaumont-British Picture Corporation and its sub- 
sidiaries, and of Denham and Pinewood Holdings which controls 
British & Dominions Film Corporation and its subsidiaries, except in 
so far as dividends have been received from those companies) 


Years to end September 
4 1945 


ConsoLrpateD Prorit anp Loss AccouNT 1946 
t 4 é 
Losses on film production............. Dr. 179,412 Dr. 378,293 Dr.1 667,070 
ee eee ee Pere see 758,729 658,548 542,109 
Total profit or Joss deni dt mina at nti 579,317 260,255 Dr.1,124,961 
SUES ahs i de ch 5 bck walkin od Feb <sesswe 131,612 226,907 524,889 
Taxation .... 7 a libliies awh’ 310,123 = (6)Cr.110,658 (b)Cr.975,073 
SSE Hewlt OF MEF i. oc ce sce ns Mid ewe sees 137,582 144,006 Dr. 474,777 
CONSOLIDATED BALANCE SHEET 
(At September 28, 1946) 
Liabilities :-— é Assets :— £ 
Total current liabilities ...... 8,857,708 Total current assets.......+. 8,007,487 
Of which : Of which :— 
Loans and overdrafts.... 4,389,455 MME 3. dda ciet s cod nobead 195,397 
Advances from subsidiary Taxation recoverable, less 
¢ . 2,249,107 provision for liabilities... 1,015,963 
Manorfields investments . 84,948 ES re $59,512 
Creditors and accrued Stocks, at valuation....... 62,290 
charges ; Jessen. Bee ee ee ae 5,876,525 
Unsecured loans ........ 366,588 Investments and loans to sub- 
Net current liabilities ae 85u,221 sidliaries .....s-.sccverss (fl dan44d 
Minority interests ‘ <4 24,458 Other investments .......... 489,906 
Reserves iarinte Setk oAo len oe 141,289 Fixed assets, at cost, less w.o, 208,135 
ares Universal newsreel, at cost... 105,290 
Of which :— Inter-company differences. ... 61,996 
1,140,099 8 per cent cumu- 
lative part. {1 preferred 
ordinary shares, fully 
ORI UR .5 6 bia cae 1,140,099 
Deferred Ord. capital... . 32,705 
(6) Credit. (ec) Profit from film distribution, laboratories, newsreels, and sundry revenue 
after charging all expenses (including foreign taxation) other than interest payable in the 
United Kingdom and after eliminating minority interests. (d) Compieted and uncompleted 
films and story rights at cost less amounts recovered to date and provisions. {(¢) Advances 
repayable on delivery of films; D. and P. Studios, Limited. (f) After deducting unpaid 


purchase consideration for Metropolis & Bradford Trust shares of £1,150,444, due May, 
1948. (zg) Dividend paid to March 31, 1943. 

table tells its own story, but one or two features of it deserve 
highlight. What is the current level of loans and overdrafts, 
shown at £4,389,455 at September 30, 1946? Have the 
advances of {2,249,107 been repaid to D. and P. Studios in 
whole or part by the delivery of films ? What difference to 
the consolidated assets statement would be made by the inclu- 
sion of Metropolis and Bradford Trust and Denham and Pine- 
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wood Holdings ? All in all, a purchase at par of shares in a com. 
pany which lost £1,667,070 on film production in 1945-46 
(almost equal to the consolidated net profit of the Odeon 

for 1946-47) and which has a deficiency of current assets 
approaching £1,000,000 according to its latest balance 

does not represent an impressive bargain for Odeon share. 
holders. . 

Mr Rank has done well to make public some impression of 
the true position. But the outside shareholders of Odeon wij] 
reflect that the bulk of the equity of Odeon Theatres is held 
by Mr Rank or by persons close to him, and when it came 
to a vote, there could be little doubt of the result. If the ordj- 
nary shareholders of Odeon Theatres approve the purchase, 
that will reflect the power of Mr Rank, rather than the intrinsic 
merits of the scheme. In fact, they will be taking over volun- 
tarily what is now plainly revealed as a weighty burden of extra 
liabilities in return for an intangible and arguable quid pro quo, 
There may be a genuine desire on the part of the controlling 
interests to see a fuller integration of the intricate interlocking 
interests of the group (which are shown on the preceding page), 
But if the film producing ambitions of the group had not been 
over-reached (like those of Gaumont British some years earlier), 
would there have been the same emphasis on integration ? The 
labyrinth winds its way through the portfolios of many investors 
who are not connected directly with the Rank Organisation, 
and had no desire'to be. This is especially true of the 
debenture and preference capital of Odeon Theatres. These 
outside investors will not relish the burden of supporting the 
liabilities of General Cinema Finance Corporation, especially 
singe these consist largely of bank loans the service of which 
has to be met even before that on the debenture capital. 

One general lesson for outside shareholders in controlled 
companies emerges from the affair. Mr Rank’s presentation of 
the case for the acquisition of GCFC by Odeon has, by its initial 
lack of disclosure and tact, done nothing to enhance the invest- 
ment status of Odeon debentures and preference securities. 
Holders of these securities may be wrong in holding the impres- 
sion that Mr Rank would rather have kept to himself the precise 
reasons for the deal, but they will hold it all the same. There 
may be few parallels in British company finance to the intricate 
system of personal control which Mr Rank has built up in his 
group, but where they exist, preference shareholders will not 
be slow to take warning of what may happen when things go 
adrift. The Odeon affair has done a disservice to company 
finance which will extend well beyond the sphere of Mr Rank’s 
interests. 


Business Notes 


Coal Exports at Last 


It is welcome news that the regular export of coal is to be 
started from January 1st. Mr Gaitskell’s winter budget provided 
for 112,000 tons a week for bunkers and the bare minimum of 
exports. This figure is to be increased to 200,000 tons 2 week, of 
which two-fifths will represent exports to countries which par- 
ticipated in the Marshall aid talks in Paris and to others where 
coal exports would secure a “ good return” in food, raw materials 
or dollar saving. 


Output has improved so much in recent weeks that the new 
export programme was a matter of commonsense and duty. At 
the same time, an additional 20,000 tons a week are to be provided 
for domestic consumers, though they should be devoted as far 
as possible to meeting really hard cases. Partial steps are also 
being taken to remedy the acute shortage of metallurgical coke. 
Another 20,000 tons of coal a week are to be fed to the coke ovens 
which will go some way, though not the whole way, towards mect- 
ing the present acute shortage of supplies. It must be asked, 
given the present carbonising capacity, whether this increase is 
the most that can be done towards increasing the supply of blast 


furnace coke, which at present is restricting the production of 
pig iron. 

The upward trend of output lies at the back of Mr Arthur 
Horner’s hopes that Britain should be in a position to pm- 
duce 250 million tons of coal and resume the prewar scale of 
exports within two years. Mr Horner’s words carry weight, 
for while he is to some extent parti pris, he is not given to 
making incautious predictions. Indeed, this time last year, he 
was a Cassandra among many coal optimists. But it would be 
easier to share the growing optimism about the coal situation 
were it not for the alarming trend of prices, which will be raised 
by a further 2s, 6d. a ton from January Ist. The increase of 
25s. in the price of bunker coal for foreign-going ships and for 
exports may make it difficult for exporters to sell in certain 
markets, in spite of Europe’s pressing needs for coal. The British 
export price is now 75s. and freight to Western Europe would add 
say 15s. Even the cif. price of about 9os., however, is slightly 
cheaper than American coal of less suitable quality. But Polish 
coal, it is reported, will sell at 20s. to 25s. below the National Coal 
Board’s level, and it is small wonder that ship owners are seeking 
an increase in freight rates for coal-fired ships. 
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« Bull” Coal Output and Prices 


The tradition of pre-Christmas “bull” weeks in the mines 
has been repeated this year. Last week’s output of 4,356,200 
tons (of which 4,175,400 tons were deep mined and 180,800 tons 
opencast) was the highest for 1947, and, indeed, a record since 
the week of August 17, 1940. The figures are encouraging, and, 
even allowing for lower output over Christmas and the New 
Year, the miners should be able to produce the 10} million 
tons now needed to reach the much-publicised target of 200 
million tons—by stretching the year an extra week to January 
3rd. The real test will come in the early part of 1948, when it 
will be clearer whether the men are capable of sustained effort 
and whether improved recruitment and increased mechanisation 
are taking permanent effect. Absenteeism, which is now below 
last year’s rate, is likely to rise, once the Christmas incentive 
has been removed, and the influenza season begins, On the 
other hand, output per manshift, which was 1.12 tons overall 
and 2.92 tons at the face in the first week of December, compared 
with 1.06 tons and 2.82 tons in the same week of 1946, should 
improve further, 

The recovery in recruitment is one of the most hopeful signs, 
although the original target of 730,000 men by the end of 1947 
has proved impossibly high. In the fortnight to December 6th, 
there was a net increase of 2,000 men, and when the flow of 
European Voluntary Workers begins, it should be possible to 
build up the industry’s labour strength towards its prewar level 
of 750,000 or more. Despite the colder weather and rising coal 
consumption by electricity and gas undertakings and by industry, 
there were 16,652,000.tons in stock at the end of the first week 
in December, compared with less than 10 million a year ago. 
But hard weather early in the New Year would soon eat into stocks. 

The increase of 2s, 6d. per ton in pithead prices for internal 
consumers arises mainly from the recent wage agreement, and 
also from overtime working. It is estimated that wages have 
added 1s. 7d. a ton to the price, while overtime payments have 
contributed 1od. These increases will be passed on, directly or 
indirectly, to consumers, and in some instances the price of gas 
has been raised by 1d.-1}d. a therm. In all, since 1939, there 
has been an increase of 26s. per ton in pithead prices, 6s. 6d. of 
which have been added by the Coal Board. They can only be 
ofiset by further improvements in output, by higher productivity 
and by greatly increased efficiency. The shape of the negotia- 
tions on the wage structure in the industry ought to be deter- 
mined by these questions. 


* * * 


Canadian Dollars and Food 


The new financial and commercial agreement between Britain 
and Canada was published as this issue of The Economist was 
going to press, and detailed comment on it must be deferred until 
next week. The new agreement covers a period of three months 
only. It therefore conforms to that new standard which symbolises 
the hand-to-mouth character of the world’s present way of 
economic life. In this particular instance the short-term 
character of the agreement can be justified by the fact that within 
three months definite information should be available about the 
likely magnitude and form of Marshall aid for Europe. The 
provision of Marshall dollars for “ off-shore” purchases in Canada 
would, of course, alter the whole picture of Europe’s and Canada’s 
particular balance of payment difficulties. The $300 million left 
in the Canadian Ioan to Britain is to be frozen for the ume being. 

As against this, new facilities of $45 million will be made avail- 
able over the next three months. The existing arrangements under 
which half the net deficit of Britain to Canada is paid in US 
dollars is superseded by the new agreement. Under this agree- 
ment British purchases in Canada will amount to at least $145 
million over the next three months. The $100 million balance 
between this figure and the $45 million that will be sold on credit 
must be covered either by British exports to Canada or by pay- 
ment in US dollars. The recent restrictions on imports imto 
Canada, involving quotas based on prewar imports, leave ample 
scope, however, for the required expansion in British exports to 
that market. The incentive to concentrate on these particular 
exports is now defined in the clearest possible terms, for in so 
far as they fall short of the new target, the whole of the deficit 
must be made good in US dollars. a 

Canada at first proposed that the total payment for British 
supplies should be made in US dollars or gold, and. that the new 
contract prices for livestock products should be raised to world 
levels. Canada also asked that consideration should be given to 
the fact that the British contract price for wheat is. still well 
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below the Winnipeg “ free” price. The problem of higher prices 
for livestock products has been solved by Britain agreeing 10 an 
increase sufficient only to meet higher costs of feeding stuffs, and 
not to conform to world levels. The contract. quantities have 
not been reduced, but actual shipments of beef, bacon and cheese 
are expected to be appreciably below the targets fixed, 


* * * 


Lower Fiduciary Issue ? 


_ The remarkable changes in the trend of the note circulation, 
which began to attract public attention about the middle of last 
month, still goes on, and the public’s net demand for additional 
currency during this Christmas season is likely to be the smallest 
for many years. Signs of an important downward tendency were, 
indeed, apparent during August and September, when the seasonal 
return to the banks of supposedly “ holiday ” currency was almost 
50 per cent larger than in 1946, Since then the movement has 
been greatly intensified. This week, as last, the total has risen 
fairly sharply—but in both weeks, as the accompanying table 
shows, the expansion has been only about half thar for the 
comparable period of Jast year.. This contrast in the experience 
during the Christmas currency season—which is usually measured 
from the date of the third Bank Return in November—does not, 
of course, imply that holiday spending has this year been 
correspondingly smaller. 


CHANGES IN ACTIVE CIRCULATION 


£ mn. 
1945/46 1946/47 
Christmas peak 1380 1428 
32 Weeks to August peak ............ +11 — 6 
. ONO SOE Sire dasaeeceens —32 —45 
4 Se ONG-OEE: 25.05 6 9:40 bb re Cave + 3 —16 
Week to Now.® 5 (60s 555 335 as th GS +. 3-3 + 3-0 
i we. : EEE a boa canoes canis + 0-6 — 3-6 
2 <a Fee eqtsewsins wedeons as — 2-3 —12-1 
se op ME es ens ceent bine an + 2:6 — 7:6 
~ DG BPR sae hss bekesageesie + 97 + 2-2 
i ei Wi Biss ones ccugdesss s +22-5 +10-7 
ia oo MEP MS a S Pa NMS RS See es +18-8 + 9-7 
e 0 DRAB. Pirie i tanec +11-2 ? 
Total at Dec. 17/18 1417 1363 


Taking all these factors together, it seems quite clear that the 
special influences which produced so large a decline in the circu- 
lation during October and November have been operating just 
as strongly this month. Even those who are best-placed to discern 
the causes of currency movements are still unable to form definite 
conclusions about this new trend, The dominant influence, it is 
generally agreed, is fear of a coming exchange of the present series 
of notes into a new series; but, beyond this, it can only be surmised 
that the principal source of the reflux of notes is the domestic 
black market (including other types of tax-evaders). The sheer 
bulk of currency, even when in the form of £5 notes, makes it 
most improbable that any really large sums—measured by the 
standards of the size of the total reflux—are being smuggled in 
from abroad. 

How far these special movements will continue it is, of course, 
impossible to say ; but at least they are not likely to be reversed. 
In consequence, the early weeks of the New Year will probably 
witness the first reduction in the Bank of England’s fiduciary 
issue since early in 1939. In 1946 the active note circulation 
expanded by £48 million ; and by the August peak of this year the 
total was still £31 million above the comparable 1946 level ; yet 
next week’s Bank return seems likely to show a figure some {60 
million below the peak reached twelve months ago. The reserve 
of unused notes at the Bank now stands at the unprecedented pre- 
Christmas level of £87 million, and will. be strongly reinforced 
by the return of notes immediately after the holiday. This explains 
why the Treasury, when renewing on December roth the Bank’s 
authority to issue £1,450 million of fiduciary currency, granted 
an extension for one month only, instead of for the customary 
six months, Evidently, the limit is likely to be reduced—probably 
to £1,400 million—when the month expires. 


* * * 


Stock Exchange Scheme Challenged 


The failure of the scheme of reorganisation for the Stock 
Exchange to secure the necessary three-quarters majority at the 
proprietors’ meeting on Tuesday is an unexpected contreiemps. 
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It had been generally expected, after the result of the referendum 
last March, that there would be no hitch in the final approval 
of the scheme, but several of the 300 proprietors who were pre- 
sent at the meeting (out of a total of 4,000) offered criticism on 
the ground that the compensation offered for Stock Exchange 
shares under the scheme was inadequate, and that the minimum 
life of five years which has been fixed for the annuities was too 
short. The first point of criticism is not substantial, since the 
prospect of higher dividends on the shares than had been paid 
in recent years would in any case have been virtually nil. As 
for the second line of argument, the short minimum life should 
be less of a threat to holders of annuities if in the future interest 
rates continue to rise rather than fall. 

The scheme, however, should not depend upon points of com- 
parative detail raised by a determined minority, for it involves 
the end of the system of dual control, and that step would, in 
principle, command the support of an overwhelming majority 
of members aad proprietors. It is strongly to be hoped that the 
result of the poll on Thursday (which was not available when this 
issue of The Economist went to press) will reverse the vote by 
show of hands on Tuesday. 


* * * 
First Results of Direction 


The Ministry of Labour has grounds for satisfaction with the 
smooth working and first results of the Control of Engagement 
Order. Mr Isaacs, in a review of the first month’s operation of 
the Order, claims that it has fulfilled expectations. There has 
certainly been a remarkable increase in the labour force of the 
undermanned manufacturing industries, and the fears that the 
Order would lead to widespread use of the powers of direction 
have so far proved unjustified. In October, only 10 workers were 
explicitly directed under the Order. The Ministry issued a total 
of 101 directions between October 6th and October 31st, but of 
these 84 were to mining and seven to agriculture under the schemes 
already in existence. 

The increase of 95,000 in the numbers in civil employment 
during October, which compares with an average monthly increase 
of 55,000 during the first nine months of the year, must be largely 
attributed to the effects of the Order. Its first results suggest that 
it has led to greater stability and reduced wastage in the labour 
force. Many people, who had not previously been seeking em- 
ployment, entered industry—presumably to anticipate the possi- 
bility of direction. The increase in the number of placings by 
Empicyment Exchanges, from 203,000 a month between June and 
September, to 321,000 in October however, was not so great as 
the Ministry of Labour expected. Moreover the number placed 
in “first preference” industries—they totalled 39,036, or 12 per 
cent of all placings—is mot very large, and the increase in the 
labour force of these undermanned industries cannot be wholly 
attributed to direct Government intervention. In all, “ first prefer- 
ence ” industries (they include agriculture, coal, steel and textiles 
among others) gained 15,700 in October, compared with an average 
monthly increase of 3,900 in the previous three months. Some 
increases are spectacular. Cotton spinning, which had been in- 
creasing by 300 a month gained 2,400 in October, while cotton 
manufacturing, which had been losing 300 workers a month gained 
1,300. Recruitment in the wool textile industry rose from an 
average of 800 to 3,100, and ironfounding, which had been losing 
men at the rate of 200 a month, increased by 1,600. 

Two satisfactory features of the October returns are the in- 
creases of 50,000 in the number of women employed, and of 10,000 
in the number of foreign workers, which suggests that some of 
the trade union prejudices are being broken down. But nothing 
seems to be capable of shaking the objections of certain sections 
of the Amalgamated Engineering Union to foreign labour. 


* * . 
Monetary Fund’s Gold Edict 


Canada’s proposal to subsidise domestic gold production has 
been made the occasion for the fullest declaration of policy yet 
propounded by the International Monetary Fund on the vexed 
subject of gold subsidics. After pointing out that every member 
which proposes to introduce measures to subsidise the production 
of gold must consult the IMF on the subject, the statement lays it 
down that “in the view of the Fund, a subsidy in the form of a 
uniform payment for all or part of the gold produced would 
constitute an increase in price which would not be permissible 
if the total price paid by the member for gold were thereby to 
become in excess of the parity plus the prescribed margin.” As 
for other methods uf subsidising gold production, they will be 
judged “upon the circumstances in each case.” But members 
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are reminded of their obligation under Article IV Section 4 (a) 1 
collaborate with the Fund to promote exchange stability and are 
told that subsidies on gold production, whatever their form, are 
inconsistent with this Article if they lead to widespread doubts 
on the uniformity of the monetary value of gold in all 
countries. Members are further told that “subsidies which do 
not directly affect exchange stability may, nevertheless, contribute 
directly or indirectly to monetary instability in other countries 
and hence be of concern to the Fund.” 

In accordance with these newly defined principles, Canada’s 
original proposal for a uniform subsidy of $7 per ounce on alj 
gold produced in excess of the output for the twelve months to 
June 30th last, would clearly have been out of order. An alter. 
native method has therefore been devised which is said by the 
IMF to be “not inconsistent with the Fund’s general policy” 
The new scheme, which operates from December Ist, retreats from 
the principle of the uniform payment per ounce ; the subsidy wil] 
depend upon the costs of each mine, and will represent half the 
amount by which costs exceed $18 per ounce. This payment, in- 
stead of being made only upon any output beyond that of the year 
to end-June last, will be made on any increase over two-thirds of 
that output. Perhaps the IMF feels that this abstruse formula 
has sufficiently blurred the issue to ensure that the opponents of 
subsidies will not perceive the objections in principle. Yet the 
scheme as it now stands offers a positive encouragement to the 
inflation of costs. And for some Canadian mines the indirect cost 
subsidy will probably yield twice as much as would have been 
provided by the direct subsidy of $7 per ounce. 


* * * 


Financial Separation in India 


The Indo-Pakistan agreement published last week-end pro- 
vides for the financial counterpart of the political separation of 
the two Dominions. Any satisfaction at the smooth manner in 
which such explosive issues as the partition of public debts and 
assets have been settled must be mitigated by the knowledge that 
the financial and economic partition of what hitherto has been 
an integral unit must in any case tend to impoverish each part. 
That, however, is part of the price that had inevitably to be paid 
for political separation. The Dominion of India takes direct 
responsibility for the entire public debt, but Pakistan’s share, 
which is to amount to 17} per cent of the debt, will be 
met in 50 annual and equal instalments to India, beginning in 
August, 1951. Pakistan’s share of the sterling balances is to be 
in the ratio of the note circulation in the two Dominions. The 
currency systems will remain common to India and Pakistan 
until March 31, 1948, and for six months thereafter Indian notes 
and coins will continue in free circulation in Pakistan. Prepara- 
tions for partitioning the currency will begin immediately, and 
the printing presses and mints, all of which are in India, will be 
placed at the disposal of Pakistan for overprinting Pakistan notes 
and minting new coins. Pakistan will be paid from sterling 
balances for Indian rupee coins and notes surrendered to India 
as the new Pakistan currency enters into circulation. 

This separation of currency will involve the setting up of separ- 
ate central banking organisations and opens up vistas of an ex- 
change rate between the two currencies. Since both Dominions 
will remain in the sterling area they should find it possible, given 
some similarity of fiscal and monetary policies, to maintain 
stability in the relative values of their currencies. The separa- 
tion must also extend to the operation of ‘exchange control, and 
it has already been announced that as from January 1, 1948, 4 
system of separate accounting for foreign exchange earnings and 
expenditure of the two Dominions will be established. Detailed 
instructions are to be issued to the banks with the object of 
ensuring that foreign exchange may only be bought from or sold 
to a bank in the Dominion in which the applicant resides. The 
new arrangements do not involve restrictions on the transfer of 
funds from one Dominion to another. 


* * * 
How Much Steel for Cars ? 


This week the confusion about the allocation of steel for 
the motor industry in the first period of 1948 has become worse 
confounded. There had already been a public difference of 
opinion between the industry and the Ministry of Supply about 
the number of cars to be made in 1948 from the proposed 
allocation of steel. The industry took the view that the maximum 
rate of production would be only 260,000 cars a year, compared 
with a capacity of about 400,000, whereas the Ministry as 
that production should actually expand beyond the current rate 
of production of 312,000 cars a year. 
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This discrepaNcy in estimates seems to have been discussed at 
a recent meeting of the National Advisory Council of the Motor 
Industry, the body which advises the Ministry on motor-cat 
production problems. On Monday, the Minister of Supply 
announced in Parliament that in the view of the National Advisory 
Council the steel allocation for the first six months of 1948 
should enable the industry “to approach” the mid-1948 target 
for cars, which would mean “approaching” an annual rate of 
315,000 cars for export and 50,000 for the home market. But 
on Tuesday Sir Stafford Cripps informed the House in a written 
answer that revised export targets and production programmes 
would have to be worked out for the steel-consuming industries 
next year. Whether this statement applies to the motor-car 
industry remains to be seen. It certainly does nothing to clear 
up the confusion. 

This public argument about next year’s. car production pro- 
gramme is, of course, a direct consequence of the weakness of 
the steel allocation system. It seems probable that the motor- 
car industry fared rather better under the “M” form procedure 
than was intended, with the result that some motor manufac- 
turers have been able to accumulate stocks of steel, and therefore 
could maintain their production, temporarily at least, above the 
level of, say, 260,000 cars a year which the prospective steel 
allocation appears to justify. So, by drawing on stocks, it may 
be that, for a few months, car production might exceed a rate 
of 300,000 a year—but not for long, unless the industry’s steel 
quota is increased. 

The motor-car industry is not the enly example of the con- 
fusion which arises in trying to match steel allocations to produc- 
tion programmes, There seems every likelihood that confusion 
will continue under the new allocation svstem, unless indeed the 
present cabalistic method of allotting steel to industries is replaced 
by a clear, published statement of the tonnages which each im- 
portant industry can expect to receive in each authorisation period. 


* * + 


Cutlery and Craftsmanship 


The report of the Cutlery Working Party,* published this 
week, is a slim, but forthright document. Its authors have 


~ * Board of Trade Working Party Reports: Cutlery: HMSO, 1s. 
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marshalled a certain amount of statistical information about, the 
structure of the industry, its manpower position and its export 
record. But little effort has been made to use this material. as 
a basis for any prognostications about the postwar pattern. of 
the cutlery industry or for compiling a manpower budget or a 
mechanisation programme, and there is a certain air of “take it 
or leave it” about the recommendations. 

A few basic facts about the industry are incontrovertible, In 
1944, 60 per cent of the establishments in the cutlery trade 
employed five workers or fewer. A recent report by the Inspector 
of Factories found that our of 313 factories, only 36 could be 
regarded as satisfactory. The industry therefore includes a very 
large number of small firms, the traditional “small masters ” of 
the cutlery trade. Most of them work in small, ill-ventilated, 
rented quarters, and eke out a living only by working long hours 
for a small return, This is an appalling state of affairs, though 
it is probably no worse than certain sections of the pottery and 
jewellery trades. In any event, the facts were well known already. 
They came to light over a year ago in a report by the Cutlery 
Wages Council and the working party have added little that 
is new. 

The working party recommend the establishment of a tripartite 
Cutlery Board with terms of reference which will be familiar 
from earlier reports. The Cutlery Board, it is suggested, should 
be the means of preventing small, marginal firms from price- 
cutting and lowering working standards. These have been the 
main causes, in the working party’s view, of the industry’s present 
dilapidated condition. They consider that the Board should be 
empowered to compel producers to comply with Orders defining 
the functions of the Board and that it should prepare and enforce 
a Fair Bus:ness Practices Code. 

These are wide powers indeed. Their object is quite clearly 
to force out small inefficient firms which cannot maintain minimum 
working conditions. That in itself would be an obvious remedy 
for some of the present evils. But a recommendation to give 
such sweeping powers to a body (whose employers’ representa- 
tives would be elected by the trade association on which many 
smal! firms would have only a weak voice) would sound more 
effective if the report made specific recommendations about 
the scope for increased mechanisation, lower prices of cutlery, 
and greater standardisation and longer runs of production for 
good quality cutlery. This recommendation to give the Board 
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absolute powers over firms might have carried more conviction if 
the report had not come down so heavily against local authorities 
—which means Sheffield Corporation in particular—providing 
modern “ flatted ” factories on a rental basis. There is a robust, 
laisser-faire flavour about the Working Party’s attitude on this 
last point, but it really involves the rejection of a useful method 
of industrial reconstruction—namely, development by trad:ng 
estates. 
- . * 


Report on Rubber-proofed Clothing 


The manufacture of rubber-proofed clothing is centred, 
understandably enough, in the Manchester area ; the industry con- 
sists of between 200 and 300 firms employing 6,000 workers, an 
average of only 20-30 per firm. After 1924, when overseas as 
well as home demand fell off, it suffered severely from price cutting 
and its attendant evils of lower quality and unstable demand. In 
the ‘thirties much of the trade was in cheap rayon and cotton 
materials and the introduction of machinery in the “ making” 
process at the same period became associated with abuses ; in the 
very cheapest makes no attempt was made to waterproof the 
stitched seams. Wholesalers were apt to place orders only a few 
days in advance of delivery. The report of the Working Party 
which has been examining the rubber-proofed clothing industry * 
points to the success of the utility specifications for material, proof- 
ing, making-up and size, and recommends that these should be 
continued when the utility scheme ends. This step should also 
help to maintain the increase in exports which, in the first half 
of 1947, were at the rate of 115 per cent of the 1938 volume. On 
measures to overcome the industry’s seasonal character, the report 
has only general advice to offer. But it shows that even before 
the war the wholesaler was losing business to the multiple stores, 
mail order houses and retail shops—a just retribution for his 
failure to fulfil an economic function by holding stocks and so 
acting as a buffer to demand. 

There are three main technical processes ; the cutting of the 
garment, the “ making” or smearing with rubber and naphtha or 
a latex adhesive, and the stitching together of the parts. Between 
stitching, which is mechanised, and making, which is largely done 
by hand (the Working Party disagree as to how far mechanisation 
should yet go in this process), the garment has to be handled several 
times. The Working Party find that commonsense principles of 
flow production are disregarded even in quite large factories, and 
recommends that wider use should be made of the Production 
Efficiency Service of the Board of Trade—a hitherto darkish horse 
by the Board out of the Ministry of Aircraft Productton. 

The opinion must be repeated that a single report would have 
sufficed for the whole clothing industry. As it is, the subjects of 
the different reports overlap—for instance firms which make 
rubber-proofed clothing generally make chemically proofed 
outer-wear too. Successive working parties have traversed 
economic ground which is common to the clothing industry, and 
the technical differences between the various. branches are only 
incidental. This method has proved tedious and wasteful. Only 
the connoisseur of working party reports is likely to remember 
that the case against the utility ceiling and cost-plus system is to 
be found in the report on light clothing ; that the manpower and 
productivity problem is well presented in the statistical appendix 
to the report on heavy clothing ; and that the main feature of this 
report on rubber-proofed clothing is an able review of systematised 
costing with useful examples. 


* * * 


Bank Advances Analysed 


A striking feature which emerges from the latest classification 
of bank advances is the decline during the past quarter in the 
banks’ lendings for personal and professional purposes. Loans in 
this rather heterogeneous category are still, of course, by far the 
largest single block of bank advances ; but whereas in the past 
such borrowers have as a group absorbed rather more than one- 
quarter of the banks’ net new lendings, in the three months to 
last November they accounted for only an additional £8.1 million, 
or little more than one-sixth of the aggregate new business. Un- 
less the new directive from the Chancellor on bank lending policy 
operates to reinforce this movement, it would be unwise to assume, 
from this evidence alone, that any significant change of trend is 
emerging. The decline in the past three months probably results 
very largely from the ytilisation of war damage monies for the 
repayment of outstanding private loans. In consequence of the 
decline, however, by far the greater part of the credit recently 
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created has gone to finance trade and industry. During the three 
months the total advances in Great Britain of members of the 
British Bankers’ Association rose from £1,174.4 million to £1,219 
million. Of this increase, almost 70 per cent was absorbed by only 
four groups of borrowers—food, drink and tobacco (£11.5 million) ; 
engineering, etc. (£7.8 million) ; local authorities (£6.6 million); 
and retail trade (£4.9 million). “ Unclassifiable” industry and 
trade absorbed an additional £7.3 million. Engineering thus re. 
tains its position as the largest category of purely industrial 
borrowers (its proportion of the total has risen in the past year 
from 7 per cent to 7.8 per cent) and now absorbs almost as large 
an amount of finance as agriculture and fishing ; this group, pre. 
sumably for seasonal reasons, has shown only a fract.onal increase 
during the past quarter. The largest increase occurred in the 
food, drink and tobacco group, which absorbed no less than a 
quarter of the total additional finance extended during the period. 

The effects of the summer’s break in stock markets, and of the 
general decline in financial and speculative activity, are plainly 
shown in the two “ financial” categories. The item for advances 
to stockbrokers (which excludes loans at short notice on 
market terms) has declined by roughly £1,000,000 (or by 20 per 
cent). “Other financial” advances, which had risen from £73.2 
million early in 1946 to no less than £108.8 million in August last, 
have now dropped to £99.9 million. During the quarter there 
have been declines also in iron and steel, quarrying, non-ferroys 
metals, cotton and public utilities, but in nearly every case the 
recession has been small, both absolutely and relatively. The 
iron and steel group, which in the first postwar classification 
accounted for 1.8 per cent of total advances, now absorbs a mere 
I.2 per cent. 


* * * 


Spreading the Power Load 


An official review of the results of the measures taken to 
transfer electricity load from the peak periods shows that industry 
has co-operated fully on a voluntary basis, without any call on 
the Government’s powers of compulsion against recalcitrant firms. 
The actual reduction in the peak load is difficult to measure, but 
it is put at about 25 per cent, over the whole of industry—rather 
less than the one-third reduction originally aimed at. 

The cut in peak load has been achieved by various methods. 
The most common is the introduction of double day shifts; in 
other cases, firms have adopted a “ powerless” day ; others have 
been able to ret.me from day to night certain processes which 
make a heavy demand on power but little on labour. No informa- 
tion is available about the relative popularity of these methods 
or the numbers of workers affected by each. : 

The Government and the Central Electricity Board are sati- 
fied that industry has done all at can and that no further contfi- 
bution should be expected from firms towards shedding of the 
peak load. It therefore remains for non-industrial users, in shops, 
offices, places of entertainment and homes to reduce their demand 
at peak hours. But it is estimated that their demand has actually 
increased by 10 per cent. This is less than might normaily have 
been expected, judging by the increase in non-industrial installa- 
tions, but if the upward trend continues, it might jeopardise the 
savings effected by industry. Reliance on voluntary co-operation 
through propaganda campaigns and local committees is not 
achieving the desired economies. 

In all, the potential gap between peak demand and installed 
generating capacity in mid-winter has been reduced from 2,500,000 
to 1,500,000 kilowatts in the worst weather; if the weather is 
kind, there should be a margin of safety. But January is the 
most critical month, both for industrial and domestic consumption. 
There may be no power crisis of the sort which caused wholesale 
shutting down of factories and mass unemployment last Februaty 
and March but potential dangers still exist. 


* * e 
The Strengthening Lira 


_ The rigorous deflationary policy which the Italian Finange 
Minister, Signor Einaudi, set in motion last summer is still bearing 
fruit, of which perhaps the most imposing is the continuiag 
strength of the lira in the free market. The latest rates q 
in the free export market are L1,685 to the £, L143 to the S 
franc, and 1.577 to the dollar. These compare with the ave 
of L1,961, La49 and Ls89 respectively which obtained in Novem: 
ber and which are the basis on which 50 per cent of the foreign 
currency proceeds of Italian exports must this month be sold 
the Italian Exchange Control. Next month the rate at which 
5 per cent must be sold will be based on the December a 
of the free export rate, which promises tobe more favourable 
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the lira than the November average. Under the existing arrange- 
ment the other 50 per cent of export proceeds may, at the option 
of the exporter, be used to pay for authorised imports or sold on 
the free export market within two months. The official rate, which 
remains at Lr4ri to the £, has thus ceased to be of any significance 
in private trade. It is only applied to Government bulk purchases 
and to that extent is little more than a book-keeping rate. It is, 
however, of practical significance in that focdstuffs such as cereals 
and oils, imported under Government contracts, are retailed on the 
basis of prices calculated at the official rate of exchange. In effect 
the offic.al rate is therefore used to subsidise the cost of living in 
Italy. If the present deflationary policy continues a position may 
soon emerge at which the rates for foreign currencies quoted in the 
free export market will have fallen to the level of the official rates. 

Such a movement, however, would require not merely a further 
general appreciation of the lira but a considerable realignment in 
the free market rates for foreign currencies which now produce 
cross rates of $2.92 and 12 Swiss francs to the £. If this return 
to the pattern of official parities can be realised it is to be hoped 
that the Italian authorities will take the measures necessary to 
ensure that no further departure from those official rates is allowed 
to occur. Meanwhile, the curious spectacle continues of an 
Italian exchange control officially tolerating and dealing at rates 
which not merely differ from the official parities but which involve 
cross rates as between foreign currencies which themselves depart 
considerably from their official parities. 


x * x 


Minority Shareholders 


Having barely digested the announcement by Brush Electrical 
Engineering that it had written off part of a trading loss of £912,292 
for the year ending December 31, 1946, by writing up the value 
of its freehold land and buildings by £686,056 (a proposal dis- 
cussed in The Economist last week) the City has now been invited 
to swallow another instalment of the group’s financial scheme. 
Brush Electrical Engineering proposes to acquire from Associated 
Brit:sh Engineering by means of a share exchange (subject to the 
consent of the Capital Issues Committee and the shareholders) 
the undertakings of Mirrlees, Bickerton and Day and J. H. Mac- 
laren. This idea was first mooted about a year ago, but was 
evidently shelved in view of the poor trading results of Brush 
Electrical Engineering for 1946. The object of the proposed pur- 
chase is to strengthen the interests of Brush Electrical Engineering 
in diesel engine production. 

This is another case in which a public company is to make an 
offer to purchase private companies, but in contrast with the 
Odeon Theatres plan, the companies to be acquired by Brush 
Electrical have a recent record of satisfactory trading while the 
public company has not. The opinion of the majority of the share- 
holders of Associated British Engineering, to whom the scheme 
will be submitted in due course, has probably been sounded, and 
may no doubt be favourable, but the minority shareholders may 
not be so impressed, particularly by the intention of Brush Elec- 
trical Engineering to apply for extended borrowing powers. Yet 
their opinion, like that of the minority shareholders of Odeon 
Theatres, will probably exert little weight in the scheme. The 
best hope lies in the revelation by the managing director of Brush 
Electrical Engineering that for 1947 trading results show a marked 
improvement—the losses shown in the latest accounts are stated 
to refer to the period prior to his joining the company late in 
1946. 


* * * 


Stanhope Steamship Accounts 


The accounts of the Stanhope Steamship Company which 
have been published this week recall the refusal of the Stock 
Exchange Council in June to grant permission to deal in the shares 
of the company. The reason for the rejection of the application 
for permission to deal has never been revealed and some surprise 
was occasioned at the time because of the difference of opinion 
between a leading firm of brokers and the Stock Exchange Council. 
But if the refusal was made because the Council were not satisfied 
with the earnings prospects of the company, the company have 
provided an effective answer to it in the latest accounts. 

Trading profit after allowing for surveys, renewals and 
contingencies has increased from £406,116 to £526,025 for the 
year ending September 30, 1947. The net profit after deducting 
fees, interest, general expenses and foreign taxation is £495,690 
against £386,645. The dividend on the 1s. ordinary shares is to 
be increased from 20 per cent paid on the capital of £60,000 to 
125 per cent paid on the present £80,000. These results compare 
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very favourably with those of the previous year, for which only 
£250,167 was earned and a mere £12,000 was distributed in divi- 
dends, The balance-sheet position has been improved by the 
repayment of the bank overdraft and loans of £671,843 outstanding 
on September 30, 1946. The value of ships has been increased 
from £1,783,007 to £1,888,453 in the latest balance sheet (a note 
adds that a ship standing at cost at £285,238 is under contract for 
sale and that £900,000 is due to be paid on the delivery of three 
ships under contracts for purchase). In view of the satisfactory 
Position now revealed by the company, it has been suggested that 
it may be ready to renew its application for permission to deal, 
though the Stock Exchange Council, when it refused permission 
to i may not have been moved solely by the question of future 
profits. 


* * * 


Higher Price for Tin 


The increase of £73 in the British tin price to £510 a ton 
had been anticipated for some months, and agrees with more 
moderate expectations. Forecasts had ranged from £70 to well 
over {100 a ton, based on rumours of the new US-Bolivian con- 
tract price. Malayan producers have recently been complaining 
of higher production costs, and requested an increase in the 
British purchase price. If a higher price could induce a pro- 
portionately larger output, a price increase would be sound policy. 
But the limiting factors to any large-scale expansion in Malayan 
production are technical rather than economic. It is not merely 
a higher price that is necessary, but also a more adequate supply 
of capital equipment, coal and consumer goods, which at the 
moment cannot be provided. 

The world tin market is admittedly artificial ; supply is short 
and demand is restricted by international allocation. But the price 
is still dependent on the marginal producer—Bolivia. The de- 
cision of the United States Government to maintain the Texas 
smelter in operation has tended to concentrate its demand more 
on ore than upon tin metal. Nigerian and Malayan ore supplies 
are treated by Empire smelters, and since only small quantities of 
ore are as yet available from the Netherlands East Indies, America 
is forced to bargain with the low-grade Bolivian producers and 
equally forced to acquiesce to their demands for a higher price— 
if the Texas smelter is not to be starved of raw materials. The 
1948 price has not yet been published, but reports have suggested 
an increase from 76 cents a Ib. (equivalent to £422 a ton) to 
go cents and even $1.07 a lb. (£500 and £595 a ton). The British 
contract with the Patino group allows for a revision of price to 
conform with the American purchase price of other Bolivian ore, 
and the prices for Nigerian and Malayan tin have to be similarly 
adjusted. 

The most important factor which the tin industry has to con- 
sider, however, is the development of tin substitutes. In the 
United States substitution is being stimulated by the official alloca- 
tion of tin metal to consuming industries to eke out the shortage 
of supplies. The motor-car industry, for example, used about 
7 lb. of tin for each vehicle before the war, but is now able to 
use less than half this quantity. When larger quantities of tin 
are available the price may have to fall sharply before this and 
other industries will be induced to give up the substitutes they 
may have developed. A higher price for tin ore may give tin 
producers certain immediate advantages, but it may also have 
long-term repercussions on consumers’ demand. 


* * * 


Rand Dividend Inquest 


The Rand bi-yearly dividend season has been nearly com- 
pleted with the announcement of the December dividends of four 
more of the mining groups. These confirm the impression made 
by those of the Consolidated Goldfields Group which were 
analysed in The Economist last week. On the whole, pay- 
ments have been up to expectations, and they suggest that the 
growing disparity between costs and revenue has at last been 
arrested. In most cases profits have increased owing to the absence 
of labour trouble and the reduction in mining taxation which was 
made earlier in the year. But mines working low grade ore have 
shown only a small improvement. The absence of a payment by 
Randfontein for the second half-year in succession is disappoint- 
ing, but the heavy cost of capital expenditure during the period 
has more than offset the improvement in operating results. In 
the Central Mining-Rand Pegg roast getingnay te has ~ 
a record payment of 2s. 6d., bringing its total for the year up 
4s. 9d. Ron. with 2s. 6d. paid in 1946. This fulfils the 
expectation aroused by the steady increase in tonnage mi 
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during the past year, and is encouraging in the light of the further 
expansion planned in milling capacity. Some of the older mines 
such as Nourse and Modderfontein “ B” have done well to return 
to the dividends paid in December, 1946; in the case of Nourse 
this was double the distribution of last June. Other mines in this 
group, such as East Rand Proprietary and Durban Roodeport 
Deep, have made conservative distributions compared with the 
estimates of their net earnings. 

The market reaction to the December dividends has been un- 
enthusiastic. The improvement registered in share prices since 
August has not been caused by hopes of increased dividends 
arising from lower costs, but rather to wishful thinking on the 
prospect of an increase in the price of gold. The present low 
yield basis of the producing companies, as well as the inflated 
values of the development companies, can be justified only on the 
assumptica that sooner or later this will actually happen. 


Shorter Notes 


After prolonged consideration the Government have decided 
that the new cold reduction plam for sheet steel, which forms 
part of the steel development scheme in South Wales, should 
be sited at Margam, adjacent to the new hot strip mill. Certain 
work now being done at the Orb works of John Lysaght and Co. 
will be transferred to the new cold reduction plant. The Steel 
Company of Wales have announced their intention to keep the 
Orb works in a high state of productive efficiency. The decision 
to attach the cold reduction plapt alongside the new hot strip 
mill (of which particulars were given in The Economist of 
November 15th) is to be welcomed. It should prov.de greater 
productive efficiency than a separate plant in another locality. 


* 


Lord Greenwood’s speech at the Dorman Long meeting last 
week reported that the company’s considerable development pro- 
gramme is proceeding satisfactorily, though less rapidly than the 
company would wish. Much civil engineering work has been done 
at the Lackenby site and the company is now receiving tenders 
from American machinery manufacturers for certain plant which 
will be required for the new universal beam mill. Lord Green- 
wood made a plea for “a realistic approach” to the relations of 
the Government with the steel industry and suggested that the 
enterprise of the steel industry could be married to effective 
Government control of its general policy. 


* 


The Board of Trade’s index for retail sales rose by 7 per cent 
to 161 in October (1942 = 100), a figure already equal to last year’s 
December record. October was the first month of a new coupon 
period and the last before the autumn Budget. It is apparent that 
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the usual autumn spending was at a rate exceeding that of 1946. 
In spite of this, stocks were maintained. The indices for future 
months will show what restraining effect, if any, the budget has 
had on consumption expenditure. 


* 


Contrary to most industrial groups, Tube Investments is welj 
satisfied with the progress of its postwar expansion schemes, 
These have already called for the expenditure of over £3,500,009 
and they are nearly completed. Thus the company is not dismayed 
by the cuts proposed in the Government’s capital programme 
for 1948. It drew up its plans towards the close of the war and 
made an early start towards expanding its capacity before the 
rise in construction costs had become acute. Allowing for the 
difficulties of comparison due to different types, Tube Investments 
now claim to be producing bicycles of the best designs at a lower 
cost than overseas competitors. 


The reor‘entation of Swedish trade announced in the new import 
programme should benefit this country. Imports next year are 
to amount to just under 4,000 million kronor compared with about 
5,000 million this year. But hard currency imports which now 
account for 2,800 million kronor are in proportion to suffer a 
much greater cut to 1,465 million. About two-thirds of all imports 
will come from sterling and soft currency areas. Talks are at 
present being held with Russia, Italy and Belgium. Details of 
the new Anglo-Swedish agreement are expected soon. There is 
every reason to believe that the negotiators have availed themselves 
of the opportunities presented by the new situation. 


* 


The Argentine Government has raised the price of wheat to 
farmers from 17 pesos to 20 pesos a quintal. The new price is 
equivalent to approximately £15 a ton and represents one-third 
of the price at which Argentina recently sold wheat to Brazil, 
The Chicago wheat price is approximately £30 a ton. 


* 


A record trade union membership of 8,714,000 at the end of 
1946 is reported by the Chief Registrar of Friendly Societies. 
This represents an increase of 901,000, or 1I.§ per cent over 1945, 
and is well above the previous peak reached at the end of 1920. 
Although membership has been increasing rapidly, however, the 
trend towards concentration has not proceeded very far. Over 
the last six years, the total number of trade unions has been re- 
duced only from just over 1,000 to 753. The lop-sided character 
of trade union structure is shown in the fact that 372 unions, or 
49.4 per cent of the total number, cater for less than one per cent 
of the total membership, whereas two-thirds of the members are 


enrolled in 17 unions, accounting for only 2.3 per cent of the 
total number. 


tec 


SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. 
reports also appear in the Supplement: Joseph Lucas; Carreras; H. & G. Simonds; United Dairies. 


Prices, | Price, | 7 am Gross 
an. 1-Dec. I7, . : | Dec. | Dec. " Yield, 
- 1947 Name of Security | 10, } 17, eae ie Dec. 11, 
; , 1947 1947 . 1947 
High | Low j (mm) 
British Funds 6, a te 
1034 1003 Conversion 3°, March 1, 1948-53} 101% 101 fs vee 018 6¢ 
103% | 100% (War Bonds 24% August 1, 1949-51 10144 101A 0 510 113 4e 
102% 98% Exchequer Bonds 17% Feb. 15,1950 100 1003 01010 190 
105% 98} War Bonds 24° March 1, 1951-53. 101 lls O60 Fi3 6 de 
105 97 War Bonds 24° March 1, 1952-54. 100 100% 16 9 210 lle 
108 101 War Loan 3% (after Dec. 1, 1952): 1034 103 6 @(217 Be 
106 97 War Bonds 2}°, Aug. 15, 1954-56. 100 100 180 211 7 
106 Funding 23° June 15, 1952-57.... 100}xd 100 2 8° Sia he 2 
108 4 National Def. 3% July 15, 1954-58 lO0lgxd) l0lixd 1 911 216 6 
1094 98 War Loan 3°, Oct. 15, 1955-59. ... 102, 102 SMi RW. 2 
108 8 97 Savings Bonds 3% Aug. 15, 1955-65 101 101f 211 8 219 2 
105 95 Funding 24°, April 15, 1956-61. ...! 97% | 9h 1 8:3 11 
109 984 Funding 3% Sy 15, 1959-69. ....: 101g on 332 3} 239 5 
122% 1095 ‘Funding 4°, May 1, 1960-90...... 1123 =| 11) 1 310' 218 O¢ 
10a 97} | Savings Bonds 3% Sept. 1, 1960-70 100 | 100% 112 8 3 0 1L/ 
1043 | 92. (Savings Bonds 24° May 1, 1964-67 955 94; 114 0 217 5! 
123 109 ‘Victory Bonds 4% Sept, 1, 1920-76 114 § 113 16 1:3 I9 11¢ 
lls 96 Savings Bonds 3° Aug, 15, 1965-75) 1 100 112 9-3 0 2! 
117 106 Consols 4°, (after Feb. 1, 1957).... 109 109 Ld. $$} 239 Se 
115 | 102} (‘Conversion 34%, (after Apr. 1, 1961) 1; 10: 110 8 3 lille 
1 Treas. Stk. 24% (after Apr. 1, 1975) | 823 113 4,3 010f 
1 (Treas. Stk. 3% (after HE 5,1966). 100 99 11449 3 2 4f 
117 7 Redemp. Stk. 5% Oct. 1, “96. . } 113 8'3 1 11 
iConsols 24% ....... ss eeeseneensl xd 682ixd 1135 4.3 0 6f 


Redemption yields on stocks optionally or finally redeemable within the next five years 
are worked out On the assumption that they will be repaid at the earliest date. Redemption 
yields on other dated stocks assume that stocks pa over 3 per cent. will be redeemed 
at the earliest date (these are marked ‘ ¢,"), and those paying 3 per cent or less will be repaid 
at the latest date (marked ©/"). (m) Net yields are calculated after allowing for tax at 
9s. in the f{. (f) Flat yield. * Assumed average life 17 years 6 months. ¢ Notice given 
for repayment on March 1, 1948. 


Notes on the following company 


Prices. } 3 
a Last Two | Price, Price, | Wield, 
Jan. a 17, Dividends Nam: of Security Dec. 10, Dec. 17, Dec. 1, 
3947) «1947s 

High | Low (a) (>) {c) 

“0 % Other Securities f sd 
113 99} (d) (4) Australia 33% 1965-69..... 104 104 1g lie 
105 89 (d) (d) ‘Birmingham 2)% 1966-71. . 38 | % 216 0/ 
102, 100} (d) (d) |/Argentine 33%............ 101 101 310 4 
150/- | 113/940 c| 50 ¢)| Anglo-American Corp. 10s.... 143/9 | 143/9 |3 91 
232/6 118/1f 5 a| 25 6 Anglo-IranianQilé]....... , 3158/9 | 166/3 | 32 2 
80/9 56/10, 10 ¢, 15 c¢| Assoc. Port.Cem.Ord.Stk. £1 “T0/- | 70/6 4 5 1 
42/6 25/3, 40 © 40 c. Austin Motor ‘A’ Ord. Stk. 5s. 36/6. 36/3 | 510 4 
95/44" 73/6' 7 | 7 @ Barclays Bank Ord. ‘B’ fl... 79/6 | 79 310 5 
245/- 1167/6  ¢5 @| +20 | Bass Ratcliff Ord. £1 » Skid. 187/6 , 195/- (20 8 
115/- | 8/-| B b) 8 a. British Oxygen Ord. {1..... , 98/9 1102/6 318.1 
58/7 40/6! 9h! 2a Courtaulds Ord. f1........ | 45/3 449 [3 10 
29/1) 22/9 8 ¢| 8 c¢..Dorman Long Ord. fi... ... i 28/3 | 29/- )SB8 
$l/- 57/3, 12 ¢| 35 ¢ Dunlop Rubber Ord, {1..... 18/- , 77/9 ,3Ma 
53/- 40/9! 7b!) (3 a! Inp.Chem. Ind. Ord. Stk £2) 51/3 | 51/6 317 8 
49/6 | 39/6 | The! 10 c) Lancs. Cotton Ord. Stk. f.-)) 47/6 49 4231 
57/44, 45/-| 5 ¢) 10 c, Lever & Unilever Ord. f1... 53/1 54/4 34 
77/6 | 48/6| 10 ¢| 12$c London Brick Ord. Stk]... 53/9 | 53/9 413 0 
Se 133 | @) | @ |LMS. 4% Ist Pref.Stk..... 82xd  -82hxd 4:17 0 
36/9 32/- 446) 2ba N.-Eastn. Elec. Ord. Stk. {1 34/- | 34/6 4123 
68/3 47/- | 20 5! Tha'P’chin J’nson Ord. Stk. 10s.| 61/3 63/- 4174 
39 29, |69-58c +74) c | Prodential ‘A’ f1.........., MeCN 
63/44 44/- 12h; abc Stewarts & Lloyds Def. f1..) 57/- | 58/- | 4 6 2 
108/9 | 74/44 #2ha) +5 b/“Shell” Transpt. Ord. Stk. (1) 75/-xr 73/9 | 2 0 9 
147/6 | 108/9 12h} b Tube Invst. Stk. £1...)| 138/9  142/6 3? 
96/9 68/14, S$a 1d Turner & Newall Ord. Stk. £1), 83/1pxd. 5/140 $1 
107/6 | T1/-'| 55h 15 a! Woolworth (F.W.) Ord. §s...!| 90/- | 91/6 | 316 6 

| j ! H 1} 


(a) Interim, (6) Final. (c) Whole year. (a) Int. paid hall-yearly. (@) To earliest 
redemption date. (g) Also a capital bouus of 2} per cent free of income tax. Yield worked 
on 15 per cent basis. (h) Fifteen months to March 31, 1947 (yield basis 7-6 per centh 
() To latest redemption date. + Free of tax. 
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COMPANY MEETINGS 
CC AS 


THE COMMERCIAL BANK OF SCOTLAND, 
LIMITED 


PERIOD OF RECURRENT CRISES 
THE EARL OF MAR AND KELLIE’S REVIEW 


The annual meeting of the sharcholders 
was held, on the 18th instant, in the North 
British Station Hotel, Edinburgh. The Earl 
of Mar and Kellie, the governor of the bank, 
presided. 

The governor made reference to the loss 
the bank had sustained during the year 
through the deaths of Mr James Younger, 
D.L., LL.D., one of the extraordinary direc- 
tors, and of Mr David Johnstone Smith, 
LL.D., C.A., one of the ordinary directors. 
Mr Johnstone Smith, he said, was an ordi- 
nary director for 27 years, and his wide 
knowledge and wise counsel were a great 
asset to the board. 

In submitting the report the governor 
said : 

I am pleased to preside at another annual 
meeting of the shareholders, but it is with 
some regret, which I know is shared by your 
directors and officials, that for the first time 
in 109 years we have been unable to hold the 
meeting in the bank’s head office in George 
Street. Increasing business requirements 
have now taxed to the utmost our accom- 
modation there, and I am afraid it will be 
some time before it will be possible to meet 
our present needs by a further building 
programme. 

In the year which has elapsed since I last 
had the pleasure of addressing you we have 
witnessed many changes in the industrial 
and economic spheres. In some respects it 
has been a period of recurrent crises ; and 
the fuel shortage, the severe winter, and the 
exhaustion of the American Loan have 
focused attention on our serious economic 
position. 

It is quite clear that these difficulties did 
not steal upon us suddenly, but it may be 
that we had been living dangerously so long 
as to be unable to distinguish the warning 
signals and appreciate the full effects on our 
national life in time of peace of low pro- 
ductivity and shortage of foreign exchange. 
Our approach to the problems of recon- 
struction may have been conditioned by ideas 
developed during the inter-war period ; and 
increased purchasing power, low interest 
rates, and a high level of public expenditure 
may have led us to believe that we were a 
wealthy nation well circumstanced to enjoy 
the reward for having endured the shortages 
and restrictions and successfully emerged 
from the dangers of the war years. We have 
failed to appreciate to the full the tremen- 
dous problem of re-eauioment which had to 
be faced at a time when industry was strug- 
gling to meet the demand for consumer goods 
in this country, and at the same time allo- 
cate an ever-increasing frovortion for export. 
We have had difficulty in reconciling our- 
selves to the realisation that, although to all 
appearances we may be living in a pericd of 
financial plenty, we must accept an even more 
austere standard of life if we are to estab- 
lish our export trade at a level which will 
enable us to buv overseas the basic foods and 
materials necessary for the maintenance of 
even our present standard of living. 


NATION AWAKENING TO SERIOUSNESS OF 
CRISIS 


There are indications that the nation is 
awakening to the realisation that we are 
engaged in a battle for our national survival 
as deadly as any which has yet been experi- 
enced. Provided we can achieve a resolute 
approach to our problems, in the same spirit 
of high endeavour which characterised the 
national effort during the perils of the war 
years, who can doubt that we shall. success- 
fully overcome our difficulties and recover 


our high place in the world economy ? The 
issue is clear: there is demanded of each of 
us the acceptance of the fact that the food 
and other materials which the country needs 
must be bought by the labour and savings of 
the individual, and at least for the time being 
may of the minor comforts and luxuries we 
nad hoped to enjoy must be postponed in 
favour of the paramount need for increased 
exports. The problem of national recon- 
struction is a challenge to all, and on the 
individual rests a great responsibility. The 
recovery by Britain of her high place among 
the nations of the world may be the most 
potent factor in inducing a recovery of inter- 


national prosperity and promoting harmony . 


among the nations. Honest work and saving 
to prevent inflationary tendencies until goods 
are again available to meet home market 
demands are essential factors in early re- 
covery. This bank, in association with all 
other British banks, is assisting the great 
voluntary Savings Movement, which ‘for 
thirty years has co-ordinated and developed 
agencies for the mobilisation of the small 
savings of the people. 


RESPONSIBILITY OF INDUSTRIAL LEADERS 


Much of the responsibility for the suc- 
cessful re-establishment of our economic 
potential will fall upon our industrial leaders. 
It is on their skill, predence and enterprise 
that we depend for the solution of the 
problem of increasing preductivity. They 
are required to ensure that their commodities 
are produced on an unprecedented scale and 
at prices which will command a ready sale 
in the world markets. They must be 
accorded the loyal support and co-operation 
of all, and I am glad to hav this opportunity 
of giving the assurance that the bank will 
afford them all the assistance in its power. 
Over a long period we have built a tradition 
of service of which we are proud. Our varied 
services and our accumulated experience will 
be made readily available to all who have 
need of our assistance. 


BALANCE SHEET ITEMS 


I would now ask you to consider with me 
the balance sheet of the bank for the past 
year You will find record figures under 
nearly all headings, and the total of over 
£130,000,000 is more than £10,000,000 
higher than the figure submitted at our last 
meeting, and almost twice as much as the 
comparable figure submitted at the meeting 
seven years ago in 1940. ; 

You will recollect that at our last meeting 
it was resolved that the “A” shares, which 
were £4 each, £1 paid, be divided into four 
“A” shares of £1 each, 5s. paid, and that 
the uncalled liability on the sub-divided “ A” 
shares be reduced by the sum of Is. per share 
from a transfer of £350,000 from the con- 


-tingency fund. The effects of this re-adjust- 


ment are reflected in the figures now sub- 
mitted and the paid-up capital, amounting to 
£2 600,000 is £350,000 more than last year. 

The reserve fund, to which has been added 
£100,000 from this year’s profits, now 
amounts to £3,800,000, and is £1,200,060: in 
excess of the paid-up capital. — 

Notes in circulation, amounting to over 
£12.230.000, are higher on the year by over 
£1,200,000, indicating that the sphere of the 
bank’s influence is widening, besides provid- 
ing evidence of the enlarged amount of cur- 
rency in circulation. 


_ Deposits and other. credit — balances, 


amounting to over £107,800,000 are more by 
over £8,500,000, These figures have been 
achieved notwithstanding the withdrawal of 
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increasing sums required to finance the 
renewal of machinery and plant and the 
acquisition of stocks of materials, and con- 
stitute. a new record in the bank’s long 
history. 

The increase of over £650,000 in the item 
acceptances and agements, which amount 
to over £3,390,000, provides an indication 
that the bank is assisting its customers in 
their participation in the revival of inter- 
national trading and we hope to see a further 
development of this section of the bank’s 
business. 

Turning now to the assets side ; the first 
five items, representing cash, balances with 
other banks, money at call and short notice 
in London, British Government Treasury 
Bills, and British Government Treasury 
Deposit Receipts, aggregate over £39,000,000, 
and are {2,700,000 less than last year ; but 
British Government Securities stand at over 
£67,900,000 and are over £8.700,000 more 
than last year. These resources, of a liquid 
character, amount to almost £107,000,000-—- 
equivalent to 89 per cent. of our liabilities to 
the public in respect of notes in circulation 
and. deposits. . 

The market value of our investments is 
greater than the figure appearing in the 
balance sheet and the investments have been 
carefully selected with regard to maturity 
dates. 

At over £17,600,000 our advances show an 
increase on the year of £3,700,000, evidence 
of the support we are according to our cus- 
tomers in their efforts to re-establish their 
normal businesses and adapt them to meet 
the changing conditions. We will welcome 
the opportunity of further active participation 
in these efforts to improve and expand indus- 
trial and commercial enterprise and our 
support will be readily afforded wherever 
there exists character, integrity, and the will 
to succeed. 

YEAR’S PROFIT 


We may now consider the results of the 
operations of the year, and you will observe 
that the profit shows an increase of over 
£20,000. This may be considered satisfac- 
tory in so far that the increase has been 
achieved dyring a period when interest rates 
on British Government Securities and 
Treasury Deposit Receipts have been main- 
tained at a low level, and we have been called 
upon to meet steadily increasing charges, It 
should be kept in mind, however, that since 
the report and accounts now before the 
meeting were completed, there has intervened 
the new Budget proposal increasing profits 
tax retrospectively. Such retrospective legis- 
lation adds materially to the difficulty in 
assessing and providing for taxation. The 
year’s profit is arrived at as usual after making 
provision for contingencies, but in future 
years this additional taxation will no doubt 
be reflected in the available profit. Out of the 
sum available the directors have allocated 
£100,000 to reserve fund; £50,000 to the 
fund for deferred repairs and renewals to 
property ; £50,000 as an addition to the 
funds of the pension trust, and £25,009 to 
the widows’ fund. 

THE DIVIDEND 


Interim dividends on the “A” shares of 
7% per cent. and on the “B” shares of 5 per 
cent., less income tax, were paid in July last, 
and it is now proposed that a further distri- 
bution of 74 per cent. on the “A” shares 
(making 15 per cent. for the year~—a rate 
equivalent to 18 per cent. on these shares be- 
fore the capital adjustments approved at cur 
last meeting), and 5 per cent. on the “B” 
shares (making 10 per cent. for the year), 
both subject to income tax, be approved. After 
payment of these dividends and allocations 
the carry forward to next year’s account 
amounts to £86,108. 

THE STAFF 

We have, during the year, been much con- 
cerned with the problem of re-settlement of 
the staff. We have found it difficult, in face 
of the serious housing shortage, to maintain, 
in the interests of experience and advarice- 
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ment, the free movement of staff between our 
various offices. I am pleased to report, how- 
ever, that after consultations with the staff 
association we have introduced a house pur- 
chase scheme and a system of disturbance 
allowances, which will in seme measure pro- 
vide a solution to the problem, and alleviate 
the burden falling upon those members of 
the staff who through force of circumstances 
have no option but to purchase houses for 
their own occupation at the current inflated 
prices, or who, because of a transfer to a 
new appointment require to make a change 
cf residence. 

The directors desire to express their 
appreciation of the assistance of the staff 
association who have very willingly collabor- 
ated in dealing with these matters. 

The governor then moved the adoption of 
the report and the motion having been 
seconded by Mr Douglas Mure Wood was 
put to the meeting and carried. 

At the close of the meeting cordial votes 
of thanks were accorded to the directors and 
the staff for their services during the year 
and to the governor for presiding. 

The report and accounts were adopted. 


S. SMITH AND SONS 
(ENGLAND), LIMITED 
CONTINUED PROGRESS 


The thirty-third ordinary general meeting 
of S. Smith and Sons (England), Limited, 
was held, on 17th instant, at Cricklewood, 
London, N.W., Sir Allan Gordon-Smith, 
K.B.E., D.L. (the chairman), presiding. 

The Chairman, in presenting the accounts, 
pointed out that these were now produced 
in a revised form so as to give a clear and 
reasonably simple picture of the year’s trad- 
ing of the Smith group of companies. 

He toid shareholders that the items which 
were of the greatest interest to them were 
the consolidated profit and loss account and 
the consolidated balance-sheet. The profit 
in the consclidated profit and loss account 
showed an increase of £280,000 in the year’s 
trading, while the net profit was £317,000 
against £206,000. Of this some £208,000 was 
ploughed back into the business compared 
with £93,000 distributed to shareholders. 

He stated that the reason that it was neces- 
sary to retain a large portion of the company’s 
profits in the business was to meet: 

1. The expansion in trading. 

2. The ever-increasing cost of the replace- 

ment of machinery and plant. 

The Chairman referred to the progress of 
the four divisional companies. 

Smith’s Motor Accessories, Limited, had 
increased their turnover by the further de- 
velopment of the two new lines—car-heaters 
and car-radio, beth of which were being 
fitted as standard to a number cf British cars. 

The Aircraft Division, Smith’s Aircraft 
Instruments, Limited, had also made pro- 
gress, and the most noteworthy achievement 
was the introduction of the new Smith’s all- 
electric autematic pilot, which has been 
accepted by the Government as standard 
equipment. 

Smith’s English. Clocks, Limited, where 
greater progress had been made than in any 
other division, now had a. total turnover 
amounting to 33 per cent. of the company’s 
sales. Some twelve factories are making 
different types of clocks and watches in 
various patts of England, Scotland and 
Wales. The present rate of production is 
three million clocks per annum, and 
target five million. A large portion of these 


are exported. 

The Chairman briefly referred to the pro- 
gress of the new division. Smith’s Industrial 
Instruments, Limited, and to the amalgama- 
tion of Henry Hughes and Son, Limited, and 
Kelvin Bottomley and Baird, Limited, under 
the name of Kelvin and Hughes, Limited. 
The new company would be the largest 
manufacturer of marine and similar equip- 
ment in this country. 

The report was adopted. 
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THE NATIONAL BANK OF SCOTLAND, ~ 
LIMITED 


RECORD FIGURES 


The one hundred and twenty-second 
annual general meeting of the proprietors of 
The National Bank of Scotland, Limited, 
was held, on the 18th instant, in the bank’s 
head office. 

The Most Hon. the Marquess of Zetland, 
K.G., P.C., G.C.S.L, G.C.LE., the governor, 
in the course of his speech said: 

The balance-sheet as at November Ist pre- 
sents for the first time in the bank’s long 
history totals of over 100 million, or to be 
more precise, £105,000,000, nearly £8,000,000 
higher than twelve months ago In the ordi- 
nary course it would have been a reasonable 
expectation to have looked for some improve- 

ent in our net profits, but the additional 
burden imposed by the Supplementary 
Budget through the increased Profits Tax, 
which has been fully provided for, has dis- 
appointed this hope. Because of present un- 
certainties you will, I am sure, agree with 
the wisdom of continuing the policy of 
strengthening the bank’s resources, and of the 
balance of £369,000 available for appropria- 
tion, it is recommended that there should be 
transferred to investment reserve £85,000, 
to heritable property account £20,000, to 
trustees for officers’ pension scheme £50,000, 
and to staff widows’ fund £10,000. Divi- 
dends will again absorb £107,800, and a 
balance of £96,000 will be left to be carried 
forward. 


DEPOSITS AGAIN HIGHER 


As to the balance-sheet, it will be noticed 
that deposits once again are substantially 
higher, and at their new record figure of 
over £88,000,000 show an increase of over 
£7,600,000. Although some part of this in- 
crease may be explained by continuing infla- 
tion from Government spending, yet it is fair 
to claim that in part it represents a continuing 
growth in the bank’s general business and 
connections, 

I need not emphasise the substantial ratio 
of the funds preserved in readily liquid form 
to meet all possible contingencies, but I would 
draw your attention to the growth in advances 
to customers, which at over £17,000,000 also 
constitute a record. I have more than once 
in the past from this chair expressed the 
readiness and willingness of the bank to assist 
in the promotion of our country’s industry 
and commerce, and the increases in advances 
from £10,000,000 in 1945 to £12,600,000 in 
1946 and now to £17,100,000 are evidence 
enough that these were no empty words. 


THE EXPORT DRIVE 


We must all hone for the success of the 
export drive, for our economic future is in- 
extricably bound up with it. But it would be 
foolish to close our eyes to the nature of 
difficulties with which it is attended. Many 
years ago when a gentleman of the name of 
Robert Lowe was Chancellor of the Ex- 
chequer, he experimented with a tax on 
matches, which led some witty person to pen 
these lines: : 


“ Ex luce lucellum, we all of us know ; 
But, if you can’t sell ’em, how then 
Mr Lowe ?” 


> 


cerned, we see a constant increase in the cost 
of production ; wages are rising, the cost of 
coal, materials and transport shows continual 
growth, while taxation takes its ever-increas- 
ing toll. Moreover, we no longer enjoy what 
used to be regarded as the necessary founda- 
tion of a successful export trade, namely, a 
flourishing home market. The absence of it 
reflects not only on price, but on the quality 
of the products of our facteries, for new 
lines of goods are no longer, as in the past, 
being tried out at home before being exported 
abroad. 


IMPORTANCE OF HOME MARKET 


This weakness in our economy has in its 
turn a direct bearing upon another of the 
ills to which I have referred in my addresses 
to you during the past two years, for a 
starved home market, whether as a result of 
the restriction of imports or of too great a 
diversion of our production to the export 
trade, is the greatest single factor in adding 
to the inflationary pressure from which we 
are suffering. You may seek to reduce it by 
curtailing the spending power of the public 
by additional taxation—at best a disagree- 
able and discouraging palliative—and by per- 
suading all to save and invest their savings 
by lending them to the State. But, if you 
are to be successful in your appeal to the 
public to save and lend, the terms of your 
offer must be such as to appeal to the busi- 
ness instinct as well as to the patriotism of 
the mass of the people, 

Moreover, as I was at pains to point out.in 
my address to you two years ago, the State 
no more than the individual who is con- 
stantly borrowing, can escape the hard fact 
that soones or later it will have to settle with 
its creditors, and it is difficult to avoid the 
conclusion that a certain lack of confidence 
in the future financial stability of the country, 
combined with the low rate of interest offered 
on their savings, has been a factor in the 
disturbing falling off in the response to the 
savings campaign. 


REMEDY FOR ECONOMIC ILLS 


All of this points to the inescapable con- 
clusion that the real remedy for cur economic 
ills is a steady imcrease m our productive 
capacity which will put an ever-increasing 
stream of goods in our own shops and 9 
provide the necessary buttress to our export 
trade. We have been assured by spokesmen 
of the Government themeelves that if every- 
one puts forth 10 per cent. more effort our 
troubles would be over. That may well be, 
but an example as well as exhortation is called 
for on the part of the Government. 

Rigorous economy in all Government 
Departments and a drastic curtailment of 
Government expenditure, combined with 4 
gradual reduction, in piace of increases. im, 
the burden of taxation, would do more than 
anything else to put fresh heart into all, 
workers and managements alike, and © 
stimulate them to renewed endeavour. Fail- 
ing this. we shall inevitably be faced with 
the further risk of having to devalue sterling 
in order to adjust cur prices to the requife- 
ments of the external market. f 

Nor must we forget that half Europe lies 
prostrate from the effects of the war 
that the other half has sealed itself off. So 
long as peace tarries, so long as other nations 
are impoverished, so long also shall we 
the effects ourselves. The United me of 


3S > el 


— 


no; 


Soc. = 


eernaoomtonNmMNonpnre Ss =’ = > ta 


esp OF Baneareor Trkreanraororwwaeg sw no 








47 


— 
S 


eT 


oe 


Bekeae 


v3 


aaekae 8 


db keed 


22 _ i409 22 R 
PpiteeEs ts 


agen” 4 
28s ent 


=< 8 
geek 


ir Own 





THE ECONOMIST, December 20, 1947 


THE ENGLISH, SCOTTISH AND 
AUSTRALIAN BANK, LIMITED 


NATIONALISATION THREAT 


The fifty-fifth ordinary general meeting of 
the English, Scottish and Australian Bank, 
Limited, was held, on the 17th instant, in 
London, Sir Frederick W. Young, the chair- 
man, presiding. 

The following is an extract from his state- 
ment circulated with the report and accounts 
for the year to June 30, 1947:— 

There is a matter of major concern which 
promises to threaten the high future prospects 
of Australia, namely, the Federal Govern- 
ment’s proposal to nationalise Banking. 

In the Bill the banks to be nationalised are 
referred to as “private banks,” which is 
somewhat a misnomer. I prefer to use 
throughout this address the name by which 
these banks are commonly known in 
Australia, namely, the “ trading banks.” 

As the trading banks have conscientiously 
co-operated with the Government through 
the Central Bank, before and since the Act 
of 1945, it is manifest that the nationalisation 
jssue has been raised not on the grounds of 
economic necessity, but to implement partisan 
ideology. 

The people rightly see in the proposal to 
establish a banking monopoly a threat to 
their fundamental freedoms, leading to a 
totalitarian system of Government which is 
the very antithesis of the democratic ideals 
developed by the British peoples through the 
centuries. The Bill has aroused violent con- 
troversy at a moment when the united effort 
of the people is essential for the restoration 
of sound and prosperous peace-time condi- 
tions, Fortunately the Federal Government's 
powers are limited by the terms of the 
Australian Constitution—they are not abso- 
lute sovereign powers such as a Government 
in a unified state possesses. 

For the reasons given above, action has 
been taken by this bank, in co-operation with 
all the other trading banks to test the validity 
of the proposed legislation on constitutional 
grounds. Following upon the issue, on behalf 
of the trading banks, of writs for injunctions, 
it is satisfactory to report that, by agreement 
between Counsel for the Government and the 
banks, no steps will be taken by the Govern- 
ment to give effect to the terms of the new 
legislation until the case has been heard in 
the High Court of Australia, and this is 
expected to take place in December. 


UPSURGE OF PUBLIC OPINION 


Following the declaration of the Federal 
Government’s intention, I made a flying visit 
to Australia, when I witnessed an unprece- 
dented upsurge of public opinion wholly 
opposed to the nationalisation proposal, and 
this in itself is a striking tribute to the leading 
part which the trading banks have played 
in the wonderful record of Australia’s 
economic development. It was obvious that 
the Government did not dare to submit the 
Bill to a referendum ; indeed, they are racing 
against time to defeat the people of Australia 
by hastening the acquisition of the banking 
businesses and establishing the Government 
monopoly to such a point that the process 
cannot easily be reversed, no matter how 
decisively the electors may vote against them 
at the next General Election, to be held at the 
latest in 1949. : 

Under the Bill the terms of compensation 
are to be negotiated between the parties con- 
cerned and, failing agreement, the matter is 
to be referred to a Federal Court of Claims, 
which is to be created under the Bill, and 
the decisions of which are to be final without 
right of appeal. The members of this Court 
are to be appointed by the Federal 
Governnient. 

I am by no means unhopeful that the 

vernment’s proposals can be successfully 
resisted—in any case the value of our bank’s 
surplus assets is such that I think I am justi- 

d in warning shareholders against sacrific- 


ing their holdings, and I would remind them 
that under the Constitution the Federal 
Government can only acquire our business 
and assets on “just terms.” 


_ The liquidity of the bank’s position shows 
little variation from last year. The total of 
cash, bank balances, etc., special account with 
Commonwealth Bank of Australia, and bills 
receivable, represent 10s. 114d. in the £1 of 
the item deposits, current accounts, etc., as 
against 10s. 94d. at July 1, 1946. With the 
inclusion of investments the respective years’ 
figures are 12s. 73d. and 15s. 7d. 

The increase in the gross profit for the 
year has leen accompanied by a rise in 
expenses, but the net profit after taxation 
shows an increase of £45,594. This has 
enabled the directors to recommend the pay- 
ment of a slightly higher dividend and at the 


same time to increase the carry forward b 
£25,920. = : 


The report was adopted. 





LAKE VIEW AND STAR, 
LIMITED 


BENEFIT OF GOLD TAX 
ABROGATION 


The thirty-seventh ordinary general meet- 
ing of Lake View and Star, Limited, was held, 
on the 11th instant, in London, Mr. G. Gold- 
thorp Hay (the chairman) presiding. 


The chairman, in the course of his speech, 
said: The profit from mining is £458,284 
which compares with £311,817. We recom- 
mend a final dividend of 35 per cent. (viz. 
ls. 4.8d. per share gross and 9.24d. net), 
making with the interim dividend of 124 per 
cent. paid in May, a total dividend for the 
year of 474 per cent. (viz. Is. 10.8d. per 
share gross and 12.54d. net) compared with 
40 per cent. last year. The balance of profit 
carried forward is £36,136. 


Three months ago the payment of the 
Gold Tax in Australia was abrogated and 
the industry is therefore now relieved of all 
taxation in Australia in respect of its profits 
from mining. This relief from taxation must, 
by and large, be a good thing for the industry 
and an incentive to increased production. 
Australia is now placing at the disposal of 
the United Kingdom the whole of its output 
of gold, and it will be a matter of satisfaction 
to you to know that our company is, I 
believe, the largest individual gold producer 
in Australia. 


INCREASED TONNAGE MILLED 


The tonnage milled at 585,650 tons shows 
an increase of over 200,000 tons while the 
ore reserve position as 3,883,800 tons showed 
only a decrease of 65,300 tons at the close 
of the year. 


I should have liked to attempt to give you 
an indication of the possible results for the 
year. Unfortunately there are still too many 
indeterminate factors affecting our operations, 
primarily, of course, the outcome of the 
present arbitration proceedings. On the 
other hand, we now have the benefit of the 
abrogation of the gold tax, but increased 
wages and higher cost of stores may well 
offset this otherwise substantial relief. The 
price at which we sell our product remains 
the same, whether costs fall or rise. The 
very fact that other industries can raise 
wages, etc., and still make the same, or 
greater, profits has a general tendency to 
encourage higher wages and higher cost of 
commodities, in other words, to move to the 
disadvantage of the gold producing industry. 
But this is the price we pay for the pre- 
eminence of gold as a medium of exchange 
and in certain other directions the gold 
mining industry has advantages denied to 
others. 


The report was adopted. 
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AVON INDIA RUBBER 
COMPANY, LIMITED 


INCREASED TURNOVER 
MAJOR R, F. FULLER’S STATEMENT 


The fifty-eighth ordinary general meeting 
of the Avon India Rubber Company, Limited, 
was held, on the 16th instant, in Melksham, 
Wilts., Major R. F. Fuller, D.L. (chairman), 
presiding. 


The following are extracts from the chair- 
man’s circulated statement: — 


Before providing for taxation and contri- 
bution to the pension fund, the net profit for 
the year is £342,257, which compares with 
£342,304 in the previous year. 


You will appreciate that we feel justly 
proud not merely of maintaining but of con- 
siderably increasing our turnover in spite of 
the many difficulties resulting from the fuel 
crisis. Our margin of profit, however, has 
been affected by rising prices of raw materials, 
with manufacturing costs increasing as a 
result of higher remuneration of labour and 
the conversion of our boilers to oil fuel firing. 
This conversion, which your directors deemed 
prudent to make, was effected early in the 
present year, principally during holiday 
periods. Thanks to this, factory output did 
not suffer, and full employment for all 
workers has been maintained throughout the 
year. 


The total of current assets exceed current 
liabilities by £490,721, an increase of £61,906 
over the previous year. 

The policy of factory extension and 
modernisation has been continued, and is 
indicated by the cost of the additions to our 
fixed assets, amounting to £148,373 during 
the year. Some retardation of our future 
plans in this direction must necessarily take 
place in view of the national situation, but 
while we await the brighter days to come 
everything possible will be done to maintain 
the plant at maximum efficiency. 


EXPORTS 


Restrictions on the export of certain of our 
products have now been modified, but trade 
with an increasing number of countries out- 
side the British Empire is rendered difficult 
because of their restriction of imports. Never- 
theless, with conditions remaining much as 
they are now we have every hope of fulfilling 
our export target. 

The contributory pension and the assurance 
scheme which I mentioned last year was 
brought into operation in April of this year 
and has been warmly welcomed by the em- 
ployees. Over 96 per cent. of those eligible 
joined. The company’s contribution to the 
fund amounts to £12,185, and is a tangible 
tribute which we are glad to pay to the loyal 
and efficient service rendered by all employees. 

The year upon which we have now started 
has commenced well and, as I have said, our 
exports, which increased last year, are the 
subject of still further efforts for expansion 
to meet the national emergency. e hope 
the home market requirements of our pro- 
ducts, which are so vital in many fields, will 
not have to suffer too heavily in the endeavour 
to equalise the national balance of trade. I 
must confess to a little anxiety as to supplies 
of certain of our raw materials. Raw rubber 
is the least of our worries, but tyre fabrics, 
steel bead wire and certain chemicals are 
not so readily available as we should like. 

We had hoped that national conditions 
would have justified a small increase of 
dividend to the ordinary shareholders, but in 
view of the considerable uncertainties of the 
future we still think it wise to conserve our 
liquid resources. be 

The report was adopted and a final divi~ 
dend of 7 per cent. on the ordinary shares, 
making 10 per cent. for the year, was 
approved. 
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UNITED DAIRIES, LIMITED 


INADEQUATE PROFIT MARGIN 
CONTINUAL RISE IN COSTS 
MR LEONARD MAGGS ON THE POSITION 


The thirty-second ordinary general meet- 
ing of United Dairies, Limited, was held, on 
the 12th instant, in London, Mr Leonard 
Maggs (chairman and managing director), 
presiding. 

The chairman, in the course of his speech, 
said : — 

As mentioned in the report, your Board 
would have liked to synchronise the closing 
dates of the accounts of the parent com- 
pany and of the subsidiary companies at 
either March 3lst or June 30th, in order to 
present consolidated accounts for the group, 
but they were advised that under the taxa- 
tion laws this would involve the group in 
much higher taxation. Because of this a 
similar statement to that prepared last year 
is given, showing the comb:nation of the 
assets and liabiliues of the parent company 
at June 30th with those of the subsidiary 
companies at March 31st. 


ASSETS EXCEED £12,900,000 


From his statement you will see that the 
total net assets of the group, including good- 
will, are £12,937,438, and the reserves, in- 
cluding undivided profits, £6,080,638. The 
current assets of the parent company, includ- 
ing Government securities (£2,263,409) and 
tax reserve certificates (41,189,225), are 
about £850,000 more than last year. 

The proceeds from the issue of additional 
capital in August, 1946, have been brought 
into these accounts, and the premium—tnhat 
is the excess of the issue price over the par 
value, less the expenses of the issue (a net 
figure of £1,378,674) has been carried to 
reserves and undivided profits. 

As mentioned in the report, the shares of 
certain companies previously held by sub- 
sidiary companies have, during the year, been 
transterred to the parent company at book 
value, and these transactions, with the pur- 
chase of important businesses since June, 
1946, account for the increase in the parent 
company’s investments in subsidiary com- 
panies from £1,536,289 to £3,365,051. 

I should like to draw your attention again 
to the item appearing as provision for 
deferred repairs in the consolidated state- 
ment of assets and liabilities of subsidiary 
companies; this, at £791,130, compares with 
£764,761 at the end of last year. Nothing 
out of revenue was added to the reserve 
during the year: the increase is due to 
reserves held by businesses acquired during 
the year. 

I had hoped that it would be possible to 
deplete this reserve rapidly by carrying out 
very necessary and overdue repairs to pre- 
mises, plant and equipment, but unfortu- 
nately this has not been possible, due to re- 
strictions on building work and shortages of 
many materials. This amount is temporarily 
available as working capital. The amounts 
placed to the credit of the fund in fast years 
have been allowed in computing the com- 
pany’s liability for excess profits tax. Nor- 
mally, unless ex within a given period, 
the sum accrued would become assessable for 
excess profits tax, but it must be assumed 
that there will be an extension of the period 
because of the national circumstances. 


LARGER NET PROFITS 


There was an increase in the net profits of 
the group from £587,190 last year to 
£884,004 this year, after provision for all 
taxation, including taxation on the profits 
under review. The provision for taxation is 
less than last year, due to the abolition of 
the excess profits tax at December 31, 1946 
It is now proposed to pay a final dividend 


on the Ordinary stock of 10 per cent. actual, 
less tax, making 15 per cent. for the year. 

The same practice as before has been 
adopted this year, of bringing in from the 
subsidiary companies only sufficient revenue 
to maintain the recommended distribution, 
and the profit left with the subsidiary com- 
panies for the year. is £507,436, which 
amount appears as an addition to reserves and 
undivided profits on the consolidated state- 
ment of assets and liabilities of subsidiary 
companies, 

Of each £1 sterling of sales by the group 
of milk, milk products and other products, 
14s. 7jd., was paid for the milk, other goods 
for resale, and raw materials for production 
of other goods. Of the 5s. 43d. left, 2s. 54d. 
was absorbed by wages and ls. 10}d. by 
other costs, including provision of all con- 
tainers, leaving {£is. O}d., of which the 
Government requires in taxation 7d., so that 
there remains 54d. for dividends and de- 
velopment out of each £1 sterling of sales. 
This sum of 5}d. will presumably be further 
reduced as a consequence of the proposed 
increase in profits tax to operate retrospec- 
tively. This is an overall summary of the 
position, having regard to the widespread 
activities of the group. 


INADEQUATE RETAINABLE PROFIT 


The result of our milk business is less 
satisfactory: the net retainable profit earned 
in relation to turnover during the year was 
not more than 1.5 per cent. I include in this 
calculation the subsidiary activities of the 
milk business—for instance, the trade in 
other goods purchased for resale, and, in the 
case of the Scottish companies, the bakery 
side of the business. 

The amount received by the company in 
London today to cover processing, wastage, 
provision of bottles and bottling, delivery, 
collection and cleansing of empty bottles, 
booking up and giving of credit, is 1.625d. 
per pint bottle, or about lid. If this figure 
1s Compared with that applicable to any other 
service, and full regard paid to the work 
that has to be done, it will be acknowledged 
without any reservation that to be able to 
perform the services we do within the margin 
prescribed is indicative of a high order of 
efficiency. 

Owing to the inadequacy of this margin, 
and the reduction in the quantity of milk 
available, there has been some talk of cur- 
tailing retail deliveries of milk by reducing 
the number of calls to be made in the week. 
Milk is produced by the cows on every day 
of tne week, and must be cleared every day 
to the primary handling points. If there 
is no outlet to the consumer on, say, Sun- 
days, there will be a hold-up of traffic, and 
we shall be confronted by the same sort of 
situation as is disorganising other industries 
ae the introduction of the five-day 
week. 

I think it will be agreed that the margins 
I have ane provide a relatively small 
sum for service of the capital invested, 
and for the creation of reserves for the 
healthy develops-ent of the undertaking. 


HIGHER REPLACEMENTS COSTS 


The pepponed distributions represent 42 
per cent. the total retainable net profits 
the balance of 58 per cent. being retained 


for the p mentioned. In this connec- 


tion I thi ap ropriate to mention that 
in the Ministry ‘ood costings upgn which 


the margins to the milk industry are based 
no account is taken of the greatly increased 
cost of replacement of buildings, plant, and 
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other equipment used in the business. The 
allowances granted to us in this respect, 
which should provide the fund for ultimate 
replacement, coincide with those permitted 
for taxation purposes and are calculated jp 
the main on pre-war values, 

You will realise how substantial js the 
increase in present-day prices of equipment 
compared with pre-1939 prices, and | par. 
ticularly draw your attention to this point 
because when we carry out the much-needed 
re-equipment the annual charge for deprecig- 
tion will considerably increase. Much of 
existing equipment was installed before 1939, 

part of it is completely written off 
while of the remainder a substantial propor. 
tion was purchased at prices much below 
those ruling now. Accordingly, the c 
for wear and tear or depreciation is rela- 
tively low to what it will be in the future. 

The costs of milk handling still contiiue 
to rise, and, as must be quite apparent to 
you from all the recent press announce. 
ments, there is considerable doubt whether 
the volume will be maintained, let alone in- 
creased. Present production of milk is up- 
doubtedly hampered by shortage of suitable 
feeding stuffs for the herds, and future pro. 
duction is threatened by the Government's 
igs price for beef, which is diverting to 

e butchers a large number of heifers 
which should be going into dairy herds, 

I do hope that before long the Govern- 
ment will take steps to rectify the present 
unbalanced relation between rhe prices pay- 
able to producers for beef and for mi 
and that adequate supplies of feeding stuffs 
will be made available to milk producers, I 
am confident that if these conditions are ful- 
filled, and steps taken to improve the dairy 
herds of the country in order to raise the 
average yield of cows, a greatly increased 
milk production will be available, although 
it may be some years before it is achieved. 


WAGES 


Apart from the adverse effect on costs of 
any decline in throughput consequent upon 
shortage of supplies, there are other causes 
operating to increase costs. Wages today in 
the industry are very much higher than they 
were in 1939, without taking into account 
the shorter working week. In the milk in- 
dustry in England and Wales a statutory 
minimum remuneration is prescribed by 4 
wages council. This wages council, and its 
predecessor, the trade board, has made 14 
awards since July 1, 1939, all in an upward 
direction. 

In July this year the working week was 
reduced from 48 to 45 hours, and — 
rates awarded for work on Saturday alter- 
noons and Sundays This was the heaviest 
single addition to costs of all the wage ia- 
creases yet granted. It is not reflected in 
the accounts under review, neither is 
further increase in rates awarded in October. 
In common with other industries, we are 
wondering whether a state of stability is ever 
going to reached. 

In July last there was an advance of ld 
per quart in the price of milk to the public 
The only increase in the distributive margin 
to the trade was one-sixteenth of a peek 
per quart, and that only for the bh 
period of four months, from the be 
of the present month until the end of next 
March. Except for this meagre amount the 
whole of the additional price now paid by 
the public goes to the Government [0 ft 
duce the amount of the subsidy paid © 
milk producers, and as a contribution t 
wards the cost of free and cheap milk t 
certain priority consumers. 


INDUSTRY STILL CONTROLLED 


The war has now been over for more than 
two years, yet the milk industry, in 
I include the manufacture of milk products, 
as well as the distribution of liquid milk, 
continues to be controlled by the 
of Food. The Ministry has received fron 
this company, as well as from other 
nesses in the industry, a very full 
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of co-operation. At the outbreak — of 
war, and during the war, we, in 
common with other businesses, lent to 
the Ministry a number of highly cornpetent 
officials. With the cessation of hostilities 
these highly skilled men naturally desired. to 
return to their former activities, and many 
have done so. Some have, however, con- 
tinued to make themselves available to give 
advice to the Ministry from time to ume, 
thus fully maintaining the co-operative atti- 
jude of the industry. Nevertheless the change 
in personnel which has occurred has inevit- 
ably left the Ministry poorer, and with less 
experienced staff than hitherto, 

It was noteworthy that during the war 
period, whatever the extent and nature of 
the disturbances caused by enemy action, a 
regular daily service of milk to the consumer 
was maintained. I well remember the ob- 
servations of a Cabinet Minister on the heavy 
night bombing of London in 1940-—that 
after the uproar and tumult of the night the 
regular appearance of the milkman in the 
morning seemed to bring matters into proper 
focus. The work done by the milk rounds- 
man and depot staffs in those times was 
beyond praise, and was made possible by the 
eficiency of the organisation behind them. 


AUTUMN AND WINTER DELIVERIES 


I have been disturbed for some time about 
the inequality of distribution of supplies of 
liquid milk during the autumn and winter 
months, the period of low production. Short- 
ages are of two kinds—those of a seasonal 
variety, which are met by a change in the 
entitlement to consumers, and those which 
occur intermittently. In shortages of the 
latter kind the Minister of Food, averse to 
reducing the entitlement for some reason or 
other, such as the belief that the shortage 
will be of brief duration, usually issues an 
announcement that there will be a_ local 
shortage. At these times, even within the 
same locality, one dairyman may be short of 
requirements to the extent of 10 per cent. or 
more, while another may have a shortage of 
5 per cent. or less. You will wonder how 
this could come about. The explanation is in 
the flow of milk to the market. Some milk 
goes from farms direct to the retail distribu- 
tor, while the rest goes from the farms to the 
depots and thence to the retail distributors. 
In a sense the depot milk passes through a 
junction, and therefore can serve more than 
one distributor, whereas milk passing direct 
from producer to retailer is going along a 
single track and is incapable of redirection. 

It is, of course, recognised that some milk 
should flow direct from the producer to the 
retailer, but it would be foolish, so long as 
milk production is inadequate to meet 
demands, unduly to increase the quantity of 
milk going direct on the ground of the pro- 
spect of some minor and theoretical reduc~- 
tion in costs, or because of a mistaken idea 
that the quality of the milk when it reaches 
the consumer will be improved. 

There have been inequalities of distribu- 
tion this year, and these inequalities will 
doubtless become greater in the future if 
the policy of milk direction adumbrated | 
the Ministry is not balanced with reason. 
do not wish to be unduly critical of the 
Ministry: I do realise the difficulty of its task 
and the problems with which it is faced from 
time to time, but it should not be unmindful 
of the fact that within the milk distributive 
industry there exist a number of skilled and 
experienced men, the whole of whose busi- 
ness life has been devoted to the handling of 
problems associated with the distribution 
of liquid milk, and whose knowled 
and experience is always available when it 
1S count. 


MILK PRODUCTS 


In regard to milk ucts, such as milk 
powder, condensed rh gprs By butter, 
manufacture is still under the control of 
Ministry of Food, which fixes the quantity 
of milk to be utilised for each product. The 
quantity of milk available for manufacture 
is, of coufse, the excess of production over the 


uantity aj) for liquid ption 
the basis ona weity oftidicerent to rN 
sumers. During the past year the amount 
available for manufacture has cea 
declined, and a: I cannot foresee (and sin- 
cerely hope there will not be) any material 
fall in the demand for liquid purposes, the 
only prospect of getting more milk for home 
manufacture seems to lie in the increased 
production of milk on the farms. 


As I have already indicated, the Govern- 
ment’s present policy in regard to prices 
for beef may well lead to a reduction in the 
size of herds at no distant date, with a con- 
sequent decline in the total volume of milk 
production. 


CHEESE AND “* LACTA” 


It will not have escaped your notice that 
during this year we have been permitted to 
make a limited quantity of Stilton cheese. 
Considering the specialised nature of this 
product, and the length of time since we 
were last allowed to manufacture, the quality 
of our cheese was most gratifying. 


Healthy progress has been made in the 
promotion of the sales of our infant milk 
tood, “Lacta,” but the recent Government 
restrictions on the sale of infant foods is now 
having an adverse effect on the sales. 

With the reduced requirements of Govern- 
ment departments for our mashed potato 
powder there has been more available to the 
public under our brand name, “ Diploma.” 
Until recently sales have been confined to 
the London area, but it has now been found 
possible to make a certain amount available 
to the provinces. The reception given by 
the public to this product, which when 

roperly reconstituted is indistinguishable 
rom freshly mashed potato, is most 
encouraging. 


RESTRICTIVE SCHEMES 


There is another matter to which I think 
reference should be made. In the pressing 
emergencies of war the Government thought 
it necessary, and the industry concurred, to 
introduce restrictive schemes respecting the 
service of the delivery of milk. ese 
schemes are frequently alluded to as 
rationalisation schemes, although the word 
is not truly appropriate. They are still in 
force, despite the fact that they were first 
introduced as a war-time measure only. In 
effect, these schemes compel a consumer to 
take his milk from the particular retailer 
permitted to operate within the area of the 
consumer’s residence, and only in excep- 
tional circumstances is any modification pos- 
sible. At the time of the introduction of 
these schemes a number of consumers were 
forced to register with and accept their 
supply of milk from a distributor other than 
the one who had hitherto supplied them. 
Consumers who received milk from Co- 
operative Societies were not obliged to make 
any change. 


The conditions which made these schemes 
essential in war-time elso necessitated 
reduction in the service which had previously 
been available to a consumer, Present-day 
conditions regarding labour and materials 
available are not much different from those 
prevailing during war-time, so it seems that, 
at least for a further period, the consumer 
must forgo the right of choice of supply, 
and we on our paft cannot give to the 
harassed housewife the proper and full ser- 
vice to which she is entitled. It had been 
our hope that as the war emergency receded 
there would have been restored to the con- 
sumer the right of choice of milkman, and 
that it might have been possible to raise the 
standard of service at the very least to that 
which was available before the war. At 
present time the prospect of achieving this 
ambition seems to have become less bright. 


A MISCONCEPTION 


The forced curtailment of service, and the 
hardship thereby inflicted upon the con- 
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$y have not been of any ad to 

istributive em’ 9 Such seduce 
tion in expenditure as might be attributable 
to it has been absorbed by the rise in costs 
from other causes. From time to time people 
without knowledge of the real facts refer to 
unnecessary costly distributive services 
given before the war, and extravagant adver- 
using practices indulged in by the trade in 
those times. This is largely nonsense. 
Those who talk about the overlapping of 
delivery rounds of milk do not take the 
same view in relation to several shops of a 
like nature in one market place, although all 
are maintained in order that the consumer 
may have a right of choice of source of 
supply. 

Extravagant estimates are made of the 
savings resulting from rationalisation 
schemes, but, as I have remarked on an 
earlier occasion, the bulk of these economies 
arise from the enforced curtailment of ser- 
vice to the consumer. In my view, progress 
should be along the lines of improvement 
of service rather than otherwise. There 
are many things which today we must go 
without, but our ultimate aim should be a 
return to that freedom when the housewife 
can buy what she may require in such 
quantities as she may desire at such times 
as convenient and from whom she may elect 
as her suppliers. 

It is to be regretted that there is no im- 
mediate prospect of the end of these 
rationalisation schemes, but we must look 
forward to the day when, with the comin 
of better times, they can be swept away, an 
the present restrictive and burdensome 
impositions on the consumer removed. 


STEADY AND CONTINUOUS PROGRESS 


So far as this organisation is concerned, 
consumers may rest assured that in the 
future, as in the past, it will be our aim to 
develop and improve methods of processing, 
bottling and distribution of milk, and to 
increase Our service to the consumer to the 
highest possible standard. A from the 
interruption of war, a glance back over the 
years reveals steady and continuous pro- 
gress by the industry in the handling and 
distribution of liquid milk. 

This undertaking, I am proud to say, 
has been in the forefront of these develop- 
ments, and has spent a very large sum of 
money in improving the methods of hand- 
ling and treatment of liquid milk and manu- 
facture of milk products, and on research in 
relation to those activities. It possesses today 
one of the finest; if not THE finest, research 
laboratories and libraries in the world dealing 
with liquid milk and milk products. Its 
aim throughout has been to make available 
to the public clean and safe milk, rich in 
nutritive qualities, and no expense has been 
spared to achieve this aim. 

In the wide areas from which milk sup- 
plies have been drawn it has endeavoured 
to establish close co-operation with the 
farmers, and to give them every assistance 
and encouragement in order to ensure that 
milk should be of good quality. 

Some time ago a committee was appointed 
by the Minister of Food to examine and re- 
port to him on matters relative to the dis- 
tribution of liquid milk. There may be 
ood reasons why such a committee should 
be composed of people who, so far as I can 
judge, have had no practical experience in 
the industry, although where committees of 
a similar nature (sometimes termed “working 

arties ”) have been set up to consider other 
industries they have usually been constituted 
in the main, if not entirely, of persons with 
knowledge of and experience in the industr 
concerned. There is a large fund of 
and knowledge available in the milk industry 
on which the committee appointed by the 
Minister of Food can draw if it desires in- 
formation or advice, but I should add that 
up to the present time the industry has not 
been unduly called upon in this regard. 

The report and accounts were unanimously 
adopted. 
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CRITTALL MANUFACTURING COMPANY, 
LIMITED 


LARGE DEMAND FOR EXPORT OF METAL WINDOWS 


SIR VALENTINE CRITTALL’S ADDRESS 


The twenty-third annual general meeting 
of this company was held, on the 11th instant, 
in London, Sir Valentine Crittall, J.P. (chair- 
man and managing director), presiding. 

The chairman, in the course of his speech, 
said : 

To get a true perspective of what I am 
sure you will agree is a remarkable result 
for the past year, I must divide the profit 
into two parts: (a) That which we have 
received from our investments; (b) That 
which is the result of our trading. The net 
profit figure of £215,811 includes income 
from investments at home and overseas ot 
£61,445, leaving a balance of £154,366 
attributable to our manufacturing and selling 
activities. We have had the advantage of 
a large and steady demand for our products, 
but the difficulties, particularly in the matter 
of materia! supply, have been considerable. 
In one direction we have been fortunate in 
that the company possesses its own generating 
plants at three out of four of its factories. 
This means that we were free of the power 
cuts of last winter and are able to carry on 
at present without staggering our working 
hours. It is interesting to note that the 
power which we generate ourselves costs us 
no more than that which we buy from the 
grid. Since last winter we have installed 
generating equipment at the one factory 
where we were-previously dependent on out- 
side supply. We have also converted much 
of our heating equipment from coal to oil 
burning. 

Another direction in which we were more 
favoured than most people was the adoption 
of the 44-hour week in the engineering in- 
dustry. In most cases this meant a conver- 
sion from 47 hours to 44 hours. For many 
years we have worked a five-day 45-hour 
week and consequently the change involved 
only the absorption of one hour into our 
wage cost against the more general three 
hours. It-is nice to feel that early piety is 
sometimes rewarded. 


DIVIDEND DECISION 


In view of the very satisfactory result for 
the period, shareholders could reasonably 
expect an increase in dividend, and I may 
say that until the Chancellor imposed his 
increased profits tax I had intended to ask 
the board to recommend an increase of five 
per cent. In view of this taxation, however, 
and the appeal which accompanied it, we 
have decided to leave the dividend as before, 
and I am sure shareholders will not fail to 
appreciate the increased carry-forward and 
the all-round strength of our financial posi- 
tion. 

We have concentrated during the period on 
improving our manufacturing methods and 
have installed a great deal of new plant and 
equipment. We regard it as nothing less 
than a national duty to fight rising costs with 
more efficient production. The success of 
this policy depends not only on the sus- 
tained efforts of our technical and adminis- 
trative staff but also on the close co-operation 
of our work-people. That this has been 
freely given can be measured by a substantial 
increase in piecework earnings over the 
period, and it is gratifying to note that the 
costs of most of our products show little 
increase over the period in spite of all-round 
increases in materials, freights, etc. 

We believe that the service we have 
received from our staff and workpeople is 
deserving of tangible recognition, and besides 
extending the staff pension scheme we pro- 
pose to introduce a works pension scheme 
on the same lines as that which covers our 


staff. The benefits of this scheme, taken in 
conjunction with the national scheme which 
comes into effect in the middie of next year, 
will provide a decent standard of living at 
retirement and a life insurance during em- 
ployment with the company. 


EXTREME IMPORTANCE OF EXPORTS 


In view of the extreme importance of 
export at the present time you will expect 
me to tell you what are its possibilities for 
the metal window industry. The fact that 
the architectural profession all over the world 
uses the catalogues of British window makers 
as textbooks is an indication that metal win- 
dows are still universally regarded as an 
essentially British institution. Wherever 
metal windows are made, men from British 
window factories will be found, and there is 
an export market, provided steel is made 
available, more than to replace any falling 
off in home demand. This company, in com- 
mon with other British manufacturers of 
windows, has spent a vast amount of time 
and money in establishing agencies and sell- 
ing organisations in many overseas markets. 
I have spent a large part of my working life 
blazing the trail. I cannot remember when 
we did not have an export business, and in 
the ten years before the war we exported 
over 10 per cent. of our production. 

During the war building was at a stand- 
still almost everywhere, and the end of the 
war has brought a world-wide resumption of 
building on a large scale. In anticipation of 
this we have had a force of salesmen visiting 
the markets where we previously did business 
and exploring further window possibilities in 
every corner of the globe. The orders 
received are encouraging, and for six months 
past we have been exporting at the rate of 
nearly five times our pre-war value. There 
are indications that this figure can be very 
materially increased. So far we have been 
supplying the standard windows required for 
short-term building programmes, but our 
salesmen’s efforts in connection with perma- 
nent building are now coming into fruition 
and we shall be supplying quantities of more 
expensive windows. 


AVAILABILITY OF STEEL 


In the early part of the vear under review 
our export business was restricted, because 
of the claims of housing, to four per cent. of 
the steel we received. This restriction has 
now been eased, but we are in the dark as 
to our export target until the amount of steel 
available for this business is known. Fortu- 
nately metal windows are not heavy users of 
steel. Darlington rolling mills, doubled in 
capacity since the war to provide steel for 
the windows required in national housing, 
can easily supply up to the capacity of the 
industry if billets are made available. 

The claims of the metal window industry 
to be allowed to carry out its export plans 
are that a world-wide demand exists for our 
goods, that we have designed types of win- 
dows to meet climatic requirements in many 
countries, the sale of which is established 
and is increasing, and that the demand is per- 
manent. The success of export generally will, 
of course, depend on whether other countries 
are prepared to take our goods. At the 
moment there are import restrictions in many 
countries, and it must be assumed that some 
of these can, and will, be removed by negotia- 
tion. 

One other factor is essential for the suc- 
cess of an export drive. It is that there shall 
be no reduction in the total volume of manu- 
facture, as this would inevitably result in an 
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increase of cost and thereby handicap our 


ability to export. What is essential is that 
we should be told what steel we are to receive, 
Without this knowledge we cannot continue 
our export drive. We must grasp our oppor- 
tunity now or risk the loss of the market for 
this essentially British product for all time, 

Crittall- Hope Metal Windows (South 
Africa), Limited, have had a most successful 
year, the trading profits being increased by 
£44,626 to £138,931, their best result so far, 
This enabled the South African company to 
declare a dividend of 20 per cent. 

Last year I mentioned aluminium as a raw 
material for metal windows. It hw played a 
not inconsiderable part in the year under 
review. We have made the windows for 
upwards of 11,000 houses, and have been glad 
to use aluminium to eke out our steel supplies, 


REPAIR OF RAILWAY WAGONS 


It is a far cry fren making metal windows 
to repairing railway wagons. In view of the 
urgent need for wagons, we have undertaken 
this work at our Witham works. | The 
L.N.E.R. co-operated by sending us wagons 
at the beginning of November, and during 
the first month we have returned to service, 
repaired to the full satisfaction of the railway 
company, 148 wagons. They are now going 
out at the rate of 70 wagons a week. That 
these wagons go out fully loaded with our 
own goods is a consideration which will not 
be lost on other manufacturers with siding 
accommodation. 

This job was not undertaken because we 
wanted work, nor is it very attractive from 
the profit point of view, but we were anxious 
to demonstrate that, where there are urgent 
requirements beyond the capacity of the regu- 
lar channels of production, the manufacturing 
capacity of the country can be used as it was 
during the war. I suggest that the necessity 
for the direction of labour, if it involves send- 
ing workers into other areas, can often be, 
obviated by taking the job to the man rather 
than the man to the job, and that to break 
up well organised and efficient manufacturing 
Organisations simply to transfer so many 
hands into other industries or districts, when 
the job can often be transferred as a whole, 
must inevitably detract from a_ national 
efficiency which has certainly been vastly im- 
proved by war conditions. 


THE OUTLOOK 


In considering the immediate future I can 
only say that in the period since the closing 
of the account output has been maintained 
on the same basis as last year, and this posi- 
tion is assured until the end of the calendar 
year. From then on uncertainty exists as 
we do not know whether steel supplies will 
be maintained at the current rate. The all- 
round cut in capital expenditure, mainly in 
the building trade, is designed to release 
material and labour for export. We requite 
at least 40 per cent. of our 1947 steel for our 
1948 export and if, on top of this, 350,000 
houses are to be completed in 1948, it would 
appear that although many of these are well 
advanced, industries engaged on components 
such as metal windows cannot be expected 
to play their part with less material than they 
have used in 1947. I see no valid reason to 
expect that we shall not receive the steel 
we require. So much for next year. 

To see beyond this one needs, first of all, 
confidence that the country will come 
through its present difficulties. Our problem 
is not only to rectify our position in relation 
to other countries but to play a leading part 
in organising world recovery. I believe that 
this will be done, and that as the economic 
position improves, the possibility of tackling 
a huge building programme to repair 
devastation of the war and to make up for 
building time lost during the war, can be 
undertaken. This should provide a steady 
market for the products of this company for 
a long time ahead. 

The report and accounts were adopted and 
the proceedings terminated with a vote of 

to the chairman, directors and staff. 
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-GAUMONT-BRITISH /PICTURE, (> 


? 


CORPORATION, LIMITED 


DIVIDEND AGAIN 12) PER CENT. 
MR J. ARTHUR RANK’S STATEMENT 


The twentieth annual general meeting of 
the Gaumont-British Picture Corporation, 
Limited, was held, on the 18th instant, at 
142-150, Wardour Street, London, W., Mr 
J. Arthur Rank, JP, the chairman, presiding. 

The following is an extract from the state- 
ment of the chairman, circulated with the 
report and accounts for the year to March 
31, 1947:— 

Trading profits of the consolidated group 
of companies for the year under review (in- 
cluding a period of 14 months to March 31, 
1947, in the case of the Provincial Cine- 
matograph Theatres group in order that its 
financial year will in future coincide with 
that of the corporation) amounted to 
£2,623,664, compared with the record profit 
of £3,002,648 established last year. 

Theatre takings during the period were 
well maintained, but increased costs of 
operating our circuits, mainly on account 
of higher wages, general overhead expenses 
and large: outlays for the repair and main- 
tenance of our many properties have com- 
bined to bring about a decline in trading 
profits. 

A reduced contribution is included in 
respect of the music halls of General Theatre 
Corporation, Ltd. (sold at the end of 
December, 1946, after nine months trading 
for our account in the period under review) 
and from film production. On the other 
hand, income from subsidiary companies not 
consolidated and from associated companies 
has increased from £129,354 to £220,772. 


TAXATION POSITION 


Charges against trading profits are of the 
usual character and are set out individually 
in the profit and loss account. The increased 
provisions for depreciation arise mainly on 
account of the two months’ extension of the 
accounting period of the subsidiary group 
previously mentioned. In the aggregate 
provisions for taxation on the profits of the 
year have fallen from £1,579,590 in 1946 to 
£1,250,115 in the present accounts. 

The combination of circumstances which 
has brought about this substantial reduction 
are the reduced rate of excess profits tax 
which came into effect on January 1, 1946, 
the replacement of this tax a year later 
by the profits tax, and the lower profits of 
the period. In the present accounts provi- 
sion has been made for the increased rate 
of profits tax in accordance with the recent 
Budget proposals. 

Final agreement on outstanding matters 
affecting our taxation habilities has not been 
reached, although material progress has been 
made in that direction, as will be appreci- 
ated by the fact that it has been possible 
for an amount of £150,000 to be released 
during the year from provisions for current 
taxation in the accounts of Provincial Cine- 
matograph Theatres, Ltd. representing 
sums set aside in previous years in excess of 
requirements as now estimated. This 
amount has been transferred to the general 
reserve of that company. 


RESULT OF YEAR’S WORKING 


After deduction of all charges against trad- 
ing profits and necessary adjustments in 
respect of profits attributable to sharehold- 
ings held outside our group, also profits of 
the period remaining undistributed by the 
subsidiary companies concerned, the net profit 
of the corporation amounted to £557,673. 

e net profit last year amounted to 


£469,509. With the addition of the balance 
of £134,870 from last year the surplus avail- 
able is raised to £692,543. 

Out of this surplus your directors have 
transferred to general reserve a sum 
£190,000 and have written off £8,396 


expenses in connection with the recent increase 
of share capital. They recommend a final 
dividend for the year of 7} per cent. upon the 
issued ordinary and “A” ordinary shares, 
which, together with interim distribution of 
5 per cent., maintains last year’s distribution 
of 12} per cent. This final dividend (which 
takes into account 2,450,000 new “A” ordi- 
nary shares of 5s. each, being the maximum 


- humber required under the offer of March 18, 


1947, to the ordinary shareholders of Asso- 
ciated Provincial Picture Houses, Limited), 
has been provided for in the present accounts 
and will require £149,016 net. 

‘The foregoing appropriations, together 
with the preference dividend and the interim 
dividend on the ordinary shares, absorb a 
total of £528,224 and leave a balance of 
£164,319 to be carried forward, against 
£134,870 brought in. 


ISSUED CAPITAL 


In the consolidated balance-sheet the issued 
share capital of the corporation remains un- 
changed. The “A” ordinary share capital 
had been increased by the addition of 
3,500,000 such shares shortly before the close 
of the financial year, but at that date no new 
shares had been allotted. It will be recalled 
that the primary object of this increase was 
the acquisition by the corperation of all the 
issued ordinary shares of Associated Provin- 
cial Picture Houses, Limited. Approximately 
97 per cent. of such shares have since been 
acquired on the terms of the offer. 

The surplus realised on the sale of our 
music halls is reflected in a new capital 
reserve, and an addition of £261,321 to the 
undistributed profits of subsidiary companies 
represents the surplus arising from the sale 
of an investment held for many years in Moss’ 
Empires, Limited. 

It will be observed that the accumulated 
total of group reserves, including undis- 
tributed profit and reserves for future taxa- 
tion, has increased from £3,055,886 in 1946 
to £4,152,941 at the date of the accounts, not 
including excess profits tax postwar refunds 
of the consolidated group, estimated at 
£268,000 after deduction of income-tax. 


VALUATION OF ASSETS 


On the other side of the consolidated 
account it will be seen that our theatres, 
studios and other property, plant, etc., have 
a revised book value of £1%8,835,979. The 
transaction mainly responsible for the de- 
crease indicated by the new book value was 
the sale of our music halls at the end of 
December last. This transaction involved 
the addition of two cinemas to the circuit of 
the subsidiary company concerned. Other 
properties and sites have been acquired 
during the year. It will also be seen that our 
interests in associated companies have under- 
gone considerable expansion during the year. 

The Corporation has acquired ar par a 50 
per cent. interest in the issued share capital 
(£1,500,000) of Overseas Cinematograph 
Theatres, Limited, and in this undertaking 
we are associated with Odeon Theatres, 
Limited, One-third of the issued share 
capital of Gaumont-Kalee Seating, Limited, 
has been acquired and our holding of shares 
in Denham and Pinewood Holdings, Limi- 
ted, has been increased to one-third of the 
issued share capital of that company. 

In regard to the year now current cinema 
attendances have not been maintained at the 
high level of recent years and costs of 
operation and management have steadily in- 
creased. Although considerable improve- 
ment has taken place recently in theatre 
business we must anticipate a lower level of 
trading profits this year. 

The report was adopted. 


a 
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CONSOLIDATED AFRIG 


SELECTION TRUST, LIMITED 
STRONG FINANCIAL POSITION 


The twenty-third annual general meeting 
of this company will be held in London on 
the 22nd instant. 

The following is an extract from the’ state- 
ment by the chairman (Mr A. Chester 
Beatty),. citculated) with the report and 
accounts : — 

The accompanying accounts show that the 
combined profit for the year ended June 30, 
1947, for this company and its wholly owned 
subsidiaries was £1,165,675 before providing 
for taxation and depletion. In_ addition, 
there has been brought back to the. credit of 
the appropriation account £200,000 set aside 
in past years to meet Contingent tax claims, 
This sum is not now required in the. tax 
reserve as a result of the settlement with 
the Revenue of certain. outstanding tax 
questions. 

The directors’ report shows that a surplus 
of £717,548 is available for distribution after 
providing for taxation and without taking 
into) account the amount brought _for- 


ward, and jt also sets out three 
amounts totalling £170,000 to be placed 
to special reserves. These include 


special allocations for replacements of plant 
and for development,. After allowing for 
these allocations to reserves, the directors 
recommend a final dividend of ls. 9d. which, 
with the interim dividend of Is. paid in 
June last, makes a total dividend payable out 
of current profits of 2s. 9d. In addition 
they recommend the payment of a special 
dividend of .9d. which is rendered possible 
by the release of the amount no longer re- 
quired in the taxation reserve, mentioned 
above. These dividend payments of 2s. 9d. 
and 9d, a unit will involve a total net distri- 
bution of £583,874. 


RESERVES 


The combined replacements reserves now 
total about £580,000, of which approximately 
£300,000 is available for our Gold. Coast 
mines. The existing plants have been in 
operation for a considerable number of years 
and an extensive programme will be required 
over the next few years to bring them up to 
date. Your directors therefore deem it pru- 
dent to make a special allocation to these 
reserves on this occasion. 

The reserves for development in the Gold 
Coast and Sierre Leone stand at a combined 
figure of about £180,000 and will be utilised 
for the extensive prospecting and develop- 
ment programmes now in progress. 

In January, 1946,.a Government ordinance 
was issued in Sierra Leone setting up a 
Mining Workers’ Wages Board specifically 
to deal with rates of pay for workers engaged 
in mining undertakings. This board, which 
is composed of representatives of the mining 
employers, including Sierre Leone Selection 
Trust Limited, and of their employees, with 
three independent members apointed by 
Government, made recom ations for 
substantial increases in the rates of pay of un- 
skilied mining labour. These new rates were 
immediately adopted for our African staff. 
Shortly afterwards we completed an ex- 
amination of the pay of our skilled employees, 
and laid our proposals for increased rates 
before the Mining Workers’ Wages Board. 
They were approved and have now been 
introduced. 

The period under review was remarkable 
for a high volume of world diamond sales 
from which your companies benefited under 
their sales contracts. 

While world diamond sales have receded 
somewhat from the very Ingh levels reached 
in 1946, indications for the current year’s 
trading are satisfactory. 

We may note with satisfaction that your 
company remains in a strong financial 
position and is prepared to extend its in- 
terests in the diamond business whenever 
suitable opportunities arise. 

The report was adopted. 
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HORROCKSES, CREWDSON AND COMPANY, 
LIMITED 


SATISFACTORY RESULTS OF A DIFFICULT YEAR 


The annual general meeting of Horrockses, 
Crewdson and Company, Limited, was held, 
on the 17th instant, at the registered office, 
Yard Works, Preston, Lancashire. 
~ Lieutenant-Colonel Thomas Marshall 
Brooks (the chairman) presided, 

The following is the directors’ report 
circulated with the notice and accounts:— 


DIRECTORS’ REPORT 


The directors submit the audited accounts 
for the year ended August 31, 1947. 

The combiaed net profit of the company, 
and its subsidiary companies for the year, 
after deducting all working expenses, but 
before taking account of taxation, amounts 
to £298,829 as compared with £182,536 for 
the previous year. 

The liability for excess profits tax, profits 
tax and income tax at 9s. in the £ on the 
profits of the year amounts, in all, to 
£188,563 against £74,015 last year. The 
relief in respect of pre-war losses which was 
enjoyed last year has been totally utilised, 
and tax has had to be borne this year on 
the whole of the profits earned. After de- 
ducting ‘provision for taxes on this basis 
there remains a combined net profit of the 
company and its subsidiary companies of 
£110,266 compared with £108,521 last year. 
From this amount it has been considered 
desirable to set aside further amounts to 
meet income tax liabilities of recently 
acquired subsidiary companies to put them 
on the same basis as the parent company, 
i.e., to provide up to, and including, 1948-49. 
This provision absorbs £25,360. 

It will be remembered that there was an 
addition to the profit taken up by the parent 
company last year of £52,000 in respect of 
a release from the income tax reserve by 
reason of additional relief granted in the 
Finance Act No. 2, 1945; there is no com- 
parable release this year. 

After allowing for profits retained by sub- 
sidiary companies, the net profit taken up by 
the company for the year is £69,473 as 
against £87,499 last year. Out of this 
amount £9,000 has been set aside to cover 
the net additional tax arising from the in- 
crease in the rate of profits tax included in 
the Budget proposals introduced on Novem- 
ber 12, 1947. 

Your directors recommend a dividend of 
10 per cent. and a bonus of 5 per cent. re- 
quiring £41,030 after deduction of tax, and 
leaving £100,031 to be carried forward 
against the amount of £80,588 last year. 

ANALYSIS OF DISBURSEMENTS 

Stockholders may be interested in the 
following analysis of the company’s disburse- 
ments. In respect of each £1 which the 
parent company receives from its customers 
on account of its manufacturing and selling 
activities, there have been the following 
expenditures : — 

wid 


The raw materials (including dye- 
ing and finishing charges) have 
ON dnc tmee Rial tenth otkt- tooth 

Wages and salaries, etc., paid to all 
our employees amounted to .. 

The costs of running our factories, 
including power, light, heat and 
all the other services; the cost 
of maintaining our plant and 
machinery in good order, and 
the cost of selling and distri- 
buting our products, amounted 


9 10 
4 If 


Dh: dibnsinylehenid - cntene> enaheteneaed oh 2 114 
(This figure excludes wages and 
salaries, which are already stated 

at 4s. 11d.) 


Debenture service requires ......... 34 
The total of these expenses is ...... 


And the balance remaining out of 
the £1 is therefore ................- 


Of this figure, 1s. 4d. goes to the Govern- 
ment in national taxation, and the balance 
of 8d. remains at the disposal of the com- 
pany available for reserves and for the pay- 
ment of dividends on the ordinary stock of 
the company. 

The directors regret they must report little 
improvement during the year in the direction 
of increased production, added to which 
there is a very real danger of further fuel 
shortages and cuts in electric power in the 
coming winter. It would seem _ prudent, 
therefore, to maintain our undistributed 
profits in the most liquid form, and we 
have consequently this year made no trans- 
fers to reserves, but have increased the 
amount of carry-forward in the profit and 
loss account. 

The combined trading profit shows an in- 
crease on last year which, in view of the loss 
of four weeks’ production due to shortage of 
coal, can be considered satisfactory. This 
improvement is to a substantial extent due 
to the progress which has been made by 
our subsidiary companies, and confirms our 
opinion that they would prove a_ valuable 
addition to the profit-earning capacity of the 
group as a whole. 

Our subsidiary, Horrockses Fashions, 
Limited, in its first full working year has 
shown results which are most encouraging— 
its fashion gowns have been well received 
by the trade, not only in this country but 
in export markets, and credit is due to those 
of our staff who have been responsible for 
their production. It is apparent that cotton 
dresses in good quality, tastefully designed 
and styled, have a very promising future. 

Investments in subsidiary companies have 
increased during the year and now stand at 
£375,750, mainly due to the acquisition of 
the Hoghton Spinning and Manufacturing 
Company, Limited. This unit has in some 
measure counterbalanced the shortage _of 
operatives in our other mills, to which 
reference was made in the report last year. 


FACTORY IN NORTHERN IRELAND 


In accordance with the board’s policy of 
transferring idle plant to areas where labour 
is available, we are pleased to report that 
we have concluded a satisfactory arrange- 
ment with the Government of Northern 
Ireland whereby a most modern factory is 
being erected at Newry, County Down. It 
is hoped that machinery will be installed 
there before the end of 1948. 

Your directors are also able to report that 
negotiations are at present proceeding which, 
if successful, will result in the extension of 
our activities abroad, particularly in the 
Dominions. 

All sections of the industry are generally 
agreed that as efforts to persuade workers 
to enter Lancashire cotton mills have not 
brought the desired results, the present 
labour force is totally inadequate to meet 
the urgent necessity of increased production. 
The only alternative, apart from the tem- 
porary expedient of longer working hours, is 
to increase the output per man-hour by re- 
deployment of labour with consequent 
higher wages per cperative, and by the in- 
stallation of more automatic machinery. 
Unfortunately, owing to circumstances en- 
tirely outside our control progress in this 
direction has been slow. This is largely due 
to the difficulty of obtaining the necessary 
materials and also to long standing pre- 
judices against such developments. Until a 
solution of these problems is found the 
national need for more exports can only be 
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met at the expense of consumers at home, 

So long as a sellers’ market remgins, orders 
are not difficult to obtain, but we must be 
prepared for the day when we shall be called 
upon to meet acute competition from over- 
seas. The Minister of Economic Affairs 
recently drew attention to this fact and em- 
phasised the importance of maintaining, and 
even improving, the standard of quality of 
British manufactures. 


IMPORTANCE OF FREE CHOICE OF COTTON 


It is patent that the basis of quality in 
any product must be the raw material used 
in its manufacture ; all the efforts and ex- 
perience of management and operatives are 
of little or no avail if the foundation is 
wrong. It was the free choice of the cotton 
we purchased, coupled with the inherent 
skill of our workers, which over the years 
built up the goodwill your company enjoys 
in many markets. It is surely in the interest, 
not only of ourselves but of the nation, that 
the choice of cotton must remain with the 
buyer, and not be left in the hands of those 
who have no knowledge whatever of the 
purpose and ultimate destination of the 
goods for which it is required. 


We therefore feel that we must again, as 
last year, stress the overwhelming importance 
of our being afforded the same facilities as 
were Offered to us prior to the war through 
the services and experience of the Liverpool 
Cotton Market. If the Raw Cotton Com- 
mission cannot secure this result, and quickly, 
gtave consequences for the cotton industry 
must be apprehended. The fact is, that we 
find it impossible in some instances to 
obtain the cotton we require, and we do not 
believe it is generally realised that inferior 
cotton will not only lead to a serious loss 
of production, but will adversely affect the 
earnings of our workers and render abortive 
the general adoption of new schemes of fe- 
deployment which, in the experimental stages 
carried out under the direction of the Cotton 
Board, have so far proved highly successful. 

We are sure the stockholders will wish us 
to record our thanks once again to the 
management and employeés for their support 
and loyal co-operation in meeting the many 
difficult problems which have arisen during 
the past year. 

The report and accounts were adopted, the 
dividend of 10 per cent. and 5 per cent. 
bonus, less tax, Were sanctioned, The retit- 
ing directors, Mr Thomas Manners and Mr 
Henry Crewdson Howard, were re-elected, 
and the auditors, Messrs Price, Waterhouse 
and Company, were reappointed. 





HOLOPHANE, LIMITED 
SATISFACTORY PROGRESS 


_ The iwenty-second ordinary general meet> 
ing of Holophane, Limited, was held, on the 
18th instant, in London, Mr H. Guy Camp- 
bell presiding. 

The following is the report of the directors 
for the 12 months ended June 30, 1947: 
In the year under review the volume of 
business again progressed satisfactorily over 
that of the preceding year. The net profit 
amounted to £34,003, from which has t 
be deducted the provision for taxation of 
£22,677, after ee for the recently 
announced increase in profits tax, leaving @ 


balance of £11,326. This, together with the 
amount of £20,993 brought forward from 
last year, makes available the sum of £32,319. 

The directors propose to write off from 
goodwill and patents the sum of £571, which 
expenditure was imcurred during the yeat- 
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The directors recommend the payment of 
a final dividend of 7} per cent., making, 
together with the interim dividend of 74 
per cent. paid in May, 15 per cent. for the 
year under review. Provision has been made 
for this, subject to confirmation, in the 
accounts presented, se the sum of 
£23,498 to be carried forward. 

Building licences have been obtained and 
the work is in progress for repairing the war 
damage to our premises and for improving 
the techmeal laboratories, demonstration 
and show rooms, workshops and offices. 

The value of orders outstanding on the 
company’s books has substantially increased 
since last year, but although there has been 
some improvement, supplies of materials 
still restrict the company’s activities. 

Export business has increased and every 
effort is being made to increase it still further 
to meet the national need. 

The report and accounts were unanimously 
adopted. 


THE ROVER COMPANY, 
LIMITED 
EXPORT PLANS 


The fifty-second ordinary general meeting 
of the Rover Company, Limited, was held 
on the 18th instant at Birmi . 

Mr E. Ransom Harrison, F.S.A.A., the 
chairman, presided. 

The following is an extract from his 
circulated statement :— 

Last year I told you that we had finally 
cleared up our outstanding war contracts, and 
since then we have been devoting ourselves 
entirely to car production, together with 
maintaining Our spare parts and service 
departments in their fullest capacity. During 
the latter part of 1946 our car production 
was gradually increasing and the position 
seemed to be improving as time went on. 
However, during the first three months of 
1947 we were faced with the fuel crisis and as 
a result our output suffered and it was not 
until April that we got our production again 
running smoothly. Shortly after this the 
scarcity of materials became more apparent, 
and in almost every department we found 
difficulties in obtaining supplies. 


NEED FOR ADEQUATE SUPPLIES 


During the year a considerable part of our 
output has been sent abroad, and our cars 
have been well received by our overseas 
customers. The motor trade has been asked 
to increase still further its total output, and 
to allocate an even bigger percentage for 
export. We have made plans to meet the 
Government’s wishes, but if the target is to 
be achieved it is essential that there should 
be adequate supplies of materials, and that 
negotiations should be successfully concluded 
for the reopening of the export markets 
closed to British cars. Our policy of producing 
cars of quality remains unchanged. 

The necessity for export has meant that 
sales to the home market have been drastically 
reduced and, as I stated last year, we have the 
very greatest sympathy with those of our 
customers who have been waiting so long to 
obtain delivery. As most of you know, the 
allocation of cars for the home market is a 
very small one, but we do our best to allocate 
the cars available on the fairest basis. We do 
feel that we can be of some service to present 
Rover owners by keeping a_ well-equipped 
service department available to keep customers’ 
old cars on the road, and we have been 
extremely busy in this d nt throughout 
the whole of the year. We have endeavoured 
o bund up our stocks wherever > 

during the coming year we shall bi 
to give the best possible help, both in the 
Service and the spare parts departments. 
Our net profit amounts to £134,101 and the 
Proposed dividend of 15 per cent and bonus 
of 5 per cent, both less tax, amounting to 
an leave a balance to be carried forward 
1,300, 


The report was adopted. 


RHOKANA CORPORATION, 
LIMITED 
GREATER OPERATING PROFIT 


The twenty-fifth annual ordinary general 
meeting of Rhokana Corporation, Limited, 
was heid, on the 18th instant, in London. 


Mr S. S. Taylor, C.M.G., D.S.O. (Deput 
Chairman and Managing Director), who ard 
sided, in the course of his speech, said: 
There have been a number of changes in our 
investments in Rhodesian undertakings dur- 
ing the year. Our holding in the stock of 
Nchanga Consolidated Copper Mines, 
Limited, has been increased by £340,000. 
During the year we also subscribed £250,000 
for half of the ordinary shares in Rhodesia 
Copper Refineries, Limited. The net result 
as compared with last year is that the figure 
shown for investments in Rhodesian under- 
takings has been increased by £950,000. 


The profit on operating account is £770,000 
greater than last year and the amount of 
£2,887,000 is carried to the profit and loss 
account. The amount credited in respect of 
the gross dividend from Mufulira Copper 
Mines, Limited, for the year ended June 30, 
1946, is £227,500, an increase of £130,000 
over the amount received from the same 
source in the previous year. Since the close 
of our financial year Mufulira Copper Mines, 
Limited, have declared a dividend for the 
year ended June 30, 1947, and we have re- 
ceived the gross sum of £325,000. 


DIVIDEND RECOMMENDATION 


The balance of the profit and loss account 
carried to the appropriation account is 
£3,221,880 as compared with £2,200,400 last 
year. The estimated amount for taxation on 
the profits for the year is £1,563,642. Your 
directors have decided to appropriate 
£600,000 to general reserve. Our policy is 
to provide out of profits funds sufficient to 
cover capital expenditure on buildings, plant 
and machinery, shaft equipment, etc. 

Your directors recommend a final dividend 
of 60 per cent. representing 12s. per unit of 
stock. The final dividend as recommended 
together with the amount already paid as an 


interim dividend on the ordinary and “A” ° 


stock amounts to 85 per cent for the year or 
17s. per unit of stock. The rates of dividends 
paid by the Corporation do not represent true 
returns on the capital invested in the busi- 
ness. The actual rate of return on the capital 
invested in the business is only a small frac- 
tion of the rate paid on the nominal capital. 


SHORTAGE OF COAL SUPPLIES 


During the year we, like the other Northern 
Rhodesian Copper Companies, have suffered 
severely from the strike in July and August, 
1946, and from the shortage of coal supplies. 
We venture to hope that the first of these 
causes of interference with production will be 
non-recurring, but we are still suffering from 
the second. We were, however, able to take 
steps to minimise the loss in production 
caused by the inability of Rhodesia Railways 
Limited, to supply sufficient transport for coal 
from the Wankie Colliery. We purchased 
coal in the United States and in the Union 
of South Africa and imported it through 
Lobito Bay, and we adapted sections of our 
plant for wood burning. We were thereby 
able to so reduce the effect of the lack of 
Wankie coal that the loss of production due 
to that cause was limited to 2,000 long tons. 
That, however, is a substantial amount. 
we had been able to produce it it would have 
brought us in considerable profit at the prices 
of copper prevalent last year. Further that 
copper if produced would have been delivered 
to the Ministry of Supply under our contract 
and would have saved expenditure of dollars 
on the corresponding amount of copper from 
sources outside the sterling area. 


The report was adopted. 
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‘BRAZILIAN WARRANT 
‘COMPANY, LIMITED 


COFFEE OUTLOOK 


The. annual general meeting of the 
Brazilian Warrant Co., Limited., was held, 
in London, on the 12th instant: 


_ Mr Archibald K. Graham, the chairman, 
in the course of his speech, said: I have a 
letter from Mr Whitworth, who has been 
unavoidably prevented from being with us 
today. The figures before you belong en- 
trely to the period when he was in the chair, 
and I had hoped to stress this fact in his 
presence as they provide a better tribute 
to his care of your business than any words 
of mine, The real position is even better 
than what appears on the surface, as during 
that period profits unremitted ‘from the 
branches in Brazil or undeclared in dividends 
from the subsidiaries have been ploughed 
back and fully used in the interest of the 
business. 


It is estimated that the stocks of coffee 
amount to over 13 million bags, and that 
the 1947-8 crop will probably only — yield 
some 15 million bags. The reason for this 
poor outturn is a combination of bad har- 
vesting weather and the alarming spread 
of the “broca.” The power of the consum- 
ing markets is difficult to assess. Taking a 
long view, we know that Europe is urgently 
in need of coffee, and it is surely. not unduly 
optimistic to look for a revival from the 
trend of 1947 to a pre-war activity. 


As regards cotton, on the consumption 
side the statistical position appears to be 
very strong as figures published have given 
a world production of not more than 214 
million bales with an average pre-war con- 
sumption of 284 million bales, so that the 
Brazilian crop, whatever it is, should find a 
ready market at a remumerative price. 

The report was adopted. 


LONDON AND RHODESIAN 
MINING AND LAND 
COMPANY, LIMITED 

IMPROVED REVENUE 


* The ordinary general meeting of The 
London and Rhodesian Mining and Land 
Company, Limited, was held, on the 16th 
instant, in London, The Rt. Hon. Viscount 
Elibank, D.L., the chairman, presiding. 

The following is an extract from his state- 
ment circulated with the report and accounts 
for the year to June 30, 1947:— . 

In a period when expenses on all sides 
show a persistent tendency to rise, it is par- 
ticularly satisfactory to record an appreciable 
reduction during the year under review in 
our administration costs, while at the same 
time revenue has markedly improved due 
to the larger profit obtained on realisation of 
investments, which, however, is not likely 
to be repeated during the current year. 

As a result the profit of £97,391 earned 
this year exceeds that in the preceding period 
by £17,373. The dividend was maintained 
at 5 per cent. and, after making the substan- 
tial provisions of £50,000 for taxation, £8,757 
for depreciation and £10.750 to write down 
the book values of certain investments, we 
are enabled to carry forward £37,437. 

Our ranching business has again given 
satisfactory results this year. The cattle have 
increased in numbers and the policy of im- 
proving the strains by importation of pedi- 
gree British bulls has been continued. 

Southern Rhodesia is today going through 
a degree of publicity which must have 
tremendous repercussions on the Colony’s 
future. If, however, its economy is not care- 
fully guided—and guarded—and if the in- 
flationary tendency of rising costs and wages 
is not restrained, it may lead to a situation 
similar to that in which we are placed in this 
country, namely a vicious spiral. 

The report was adopted. 
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SCOTTISH AUSTRALIAN 
COMPANY, LIMITED 
LARGER PROFITS AND DIVIDEND 


The annual gereral meeting of the Scottish 
Australian Company, Limited, was held, on 
the 16th instant, in London. 

Mr J. Norman Eggar, the chairman and 
managing director, in the course of his speech, 
said: When I addressed you a year ago I 
had just returned from visiting all our proper- 
ties in Australia. It must be a source of 
satisfaction to all of us that the hopes I 
expressed as to the immediate future have 
been realised, and that we have been able to 
increase our profits and our dividend. 


GOOD RAINS AT ALL STATIONS 


At the end of June last our total of sheep 
was 8,994 stud and 368,217 flock, and our 
wool clip, scoured and greasy, was only 8,904 
bales, compared with nearly 12,000 bales in 
1942. This diminution of sheep numbers 
has caused us no little anxiety, and I am 
therefore very thankful tc be able to tell you 
that as a result of good rains just at the nght 
time almost all our stations report a very good 
recovery. Indeed, we have just had advices 
of quite remarkable lambings at Fernlee and 
Corrella-Warraweena, and other stations, so 
that I hope I may say with confidence that 
the long period of constantly diminishing 
numbers of sheep is over, and that the pro- 
cess of building up our flocks has begun. It 
is indeed fortunate that the lambings have 
been good, for the cost of purchase would 
be exorbitant 


The quality of our wool has been main- 
tained at a high level. The London wool 
auctions were resumed ir. September, 1946, 
and in the year I am reviewing we were able 
to ship most of our New South Wales wool 
here, and very good prices were realised ; of 
the wool from our Queensland properties, the 
bulk was sold or appraised in Brisbane and 
also sold very well, In fact, the proceeds 
from the sale of wool have been £66,000 more 
than in the previous year, despite the reduced 
clip. 

This current year practically all our wool 
has been shipped to Londen, and, on the 
advice of our brokers, wool which was free 
from burr and seeds was scoured locally, and 
the result. has. been eminently satisfactory. 
The reduction in the contributory charge on 
wool from 5 per cent. to ? per cent. will make 
a considerable difference to us. 


THE CURRENT YEAR 

As to the current vear, I can only tell you 
that weather conditions everywhere are far 
better than we have had for years. Lamb- 
ings are good, wool prices are excellent, and 
the revenue from sales of cattle should be 
very colle. The price of wheat is bound to 
be higher than in previous years in view of 
the acute world shortage. ‘Fhe immediate 
outlook is, therefore, encouraging. 


eferring to the profit and loss account, 
you will see that an increase of £67,000 on 
wool and livesteck account has been the main 
source of the very satisfactory increase in 
our profit. In point of fact, the wool pro- 
ceeds were almost entirely responsible for 
this increase, the livestock account having 
returned only a few hundred pounds more 
than last year. Lambings were down by 
23,000, but as I have said, we anticipate an 
improvement in this respect during the 
current year. 


Receipts from wheat and other crops reflect 
the failure of the wheat crops, but in addition 
to the back payments from the Wheat Board, 
revenue under this heading was greatly 
assisted by the. excellent hay and lucerne 
crops harvested at Texas. 

The report was adopted and a dividend of 
74 per cent. on the Consolidated Ordinary 
stock, less income tax, was approved. 


J. BROCKHOUSE AND 
COMPANY, LIMITED 


FURTHER PROGRESS 


The fiftieth general meeting of J. Brock- 
house and Company, Limited, was held at 
West Bromwich on the 17th instant. 

Mr E. B. Burton, the chairman, said that 
the company continued to make satisfactory 
Progress notwithstanding serious obstacles ; 
in fact, it had been a year of difficulties on a 
scale previously unknown and it was with 
feelings of satisfaction that the directors 
placed before the shareholders accounts 
showing a successful year’s trading. The 
fuel crisis had seriously affected their pro- 
duction plans ; several of their factories had 
been closed, some for several weeks. 

Certain of their products were exported 
directly, and they were making every effort 
to increase that portion of their trade. Their 
order book was in a very satisfactory state ; 
in fact, at an all-time peak. New products 
referred to at the last meeting had been well 
received. 

The trading profits had increased from 
£219,897 to £556,371, a very remarkable 
increase in view of the difficult times. 

Mr J. L. Brockhouse, M.A. (managing 
director), said that he did not think that 
it was always appreciated what an additional 
burden the circumstances of the times placed 
upon those engaged in industry. Planning 
was a continued nightmare of disappoit- 
ments and frustrations shared by the staff 
and the workpeople. In this company they 
had pursued a forward policy, building all 
the time for the future ; indeed, they might 
be criticised for sacrificing present profit for 
future business. 

The report was adopted and the proposed 
final dividend of 12} per cent., making 20 per 
cent., less tax, for the year, approved. 


BIRMINGHAM SMALL ARMS 
COMPANY, LIMITED 
PROGRESS DESPITE DIFFICULTIES 


The annual general meeting of the Bir- 
mingham Small Arms Company, Limted, 
was held, on the 18th instant, at Birmingham. 

Sir Bernard Docker, K.B.E., the chairman, 
in the course of his speech, said: In spite of 
abnormal trading conditions and unprece- 
dented difficulties in the supply of the raw 
materials of our industry, we have earned a 
trading profit of £497,796. We have also 
received £291,493 in respect of EPT re- 
covery. We are able again to recommend 
the payment of a dividend of 74 per cent on 
the ordinary stock. 

Cycle and motor production continues to 
be hampered by shortages of material and 
labour, but the output for the period under 
review is higher than for any period prior to 
1940. 

The Daimler Company and the Lanchester 
Motor Company are still severely hampered 
by shortages of materials and supplies. 
Although the motor trade is making a notable 
contribution to the export trade of the 
country, it is granted no priority for staff, 
materials or other essentials. We are making 
every effort to mect orders as quickly as pos- 
sible, but the delays and restrictions to which 
we have to submit make trade difficult and 
depressing 

Our Jessop-Saville Company, producers of 
the highest-grade steel, have maintained out- 
put at a higher level than in the previous 
year. The pre-eminence of Jessop gas turbine 
steels is attracting the attegtion of engineers 
and designers. For the Tool Group the year 
has been one of reorganisation and progress. 

Your y is fully equipped to take 
advantage the vast opportunities which 
should present themselves, but this depends 
upon controls, restrictions, orders and the 
like, over which we have no control. 

The report was adopted. 
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JOHN I. THORNYCROFT AND 
COMPANY, LIMITED 


SATISFACTORY RESULTS | 

The forty-sixth annual general meeting 
John I. Thornycrof: and oe Limey 
was held, on the 10th instant, in London, 
Sir John E. Thornycroft, K.B.E. (governing 
director and chairman), presiding. 

The following is an extract from his state. 
ment circulated with the report: The toga) 
dividend recommended this year on the 
ordinary shares amounting to 224 per c 
should be divided by approximately four, to 
obtain the true rate of interest on the share- 
holders’ investments, and we trust all share- 
holders will refute any statements (made 
with a view to mislead) that they are receiy- 
ing an unduly high rate of dividend. The 
Chancellor of the Exchequer’s disapproval of 
the issue of bonus shares prevents this posi- 
tion being rectified; in fact, the reputed 
high rate of dividend is used as an argument 
by responsible Ministers as a reason why 
consideration cannot be given to just claims 
in settling war contracts. 

Addressing the meeting, the chairman 
said that shipbuilding, with present diffi. 
culties in obtaining materials and equipment 
when required, could only be described as 
heartbreaking, and there were no signs yet 
of any improvement. 

With regard to the commercial vehicle 
business, during the year all outstanding war 
contracts had been agreed with the Ministry 
of Supply, and the final settlements had 
been brought into the accounts. On 
August Ist there were sufficient orders in 
hand which should utilise the full capacity 
of the works for at least 18 months. 

From the Marine and Industrial motor 
and smal! craft section of the business over 
75 per cent. in value of the new work output 
has been for export. 

The report was unanimously adopted, 


TRINIDAD LEASEHOLDS, 
LIMITED 
BRIG. R. S. G. STOKES’ REVIEW 


The thirty-fourth ordinary general meet- 
ing of Trinidad Leaseholds, Limited, was 
held in London, on the lith imstant, the 
chairman, Brig. R. S. G. Stokes, CBE, 
D.S.0., M.C., M.Inst.M.E., presiding. 

The following is extracted from the chair- 
man’s statement circulated with the report 
and accounts for the year ended June 3, 
1947: Since the issue of my statement to 
shareholders, dated December 5, 194, 
accompanying the last annual report, con- 
siderable changes have occurred in 
affairs and outlook of the company. 
scale of refinery operations has advance 
substantially, through the processing of addi- 
tional imported crude for account.‘ 
another company; operational charges @ 
the field have been increased owing 0. 
heavier royalty payments imposed in 194; 
we have benefited from a series of increases 
in the market price of oil products ; company 
control has been reorganised in preparation 
for a return to unit company market 
while preliminary arrangements have been 
completed for the strengthening of out 
trading position in the United Kingdom. 

The throughput of our refineries for 
year totalled 15,306,205 barrels, of wi 
11,340,097 barrels were Trinidad oil. Com- 
pared with the previous year, the total 
throughput shows an increase of approxi- 
mately 2,000,000 barrels, due to the SS: 
ing of imported crudes on behalf of the 
Texas Petroleum Company. This class of 
business, the acquisition of ‘which is com 
tingent on long-term relief from import 
duties on crude oil, represents a dollar-eart- 
ing activity of considerable importance: 

report and accounts were aoe 

At a subsequent extraordinary ier: 
meeting resolutions to subdivide the shares 
into shares of 5s. each and thereafter to cot 
vert them into stock were carried. . 
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THE ECONOMIST, December 20, 1947 


2031 


Statistical Summary 


GOVERNMENT RETURNS 


For the week ended December 13, 1947, 
total ordinary revenue was /48,948,000, 
against ordinary expenditure of £36,555,000 
and issues to sinking funds £160,000. Thus, 
including sinking fund _ allocations § of 
{10,869,891 the surplus accrued since April 
Ist is #£208,499,125 against a deficit of 
{556,762,917 for the corresponding period 


a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


Receipts into the 
| Exchequer 
i (£ thousand) 





Esti- |(——, 7 7: ———— 
Revenue mate, | — April | . 
1947-48 1 | Week | Week 
to | to |ended | ended 
| Dec. | Dec. | Dec. | Dec. 
io tT oh te: oe 
1946 1947 | 1946 | 1947 
URDINARY } Paso 
KEVENUE | 
Income Tax...... 1086000 503,696 482,302 4,378 8,391 
Grex ..:. sake. 80,000) 21,547; 25,405 825, 1,100 
Estate, etc., Duties 155,000 102,689 115,079 4,140 2,500 
BOING, s v0's 06008 57,000, 23,744 36,530, 500, 1,250 


an coe 24,927 24.420 410 400 
ee. ce, } 206,000) 964°010\ 182'485 6,181) 4,400 
Other Inland Rev. 1,900 168 ME wale nce 


Total Inland Rev. 1585000, 930,781) 866,341) 16,434 18,041 








ebtoents oss os 3 742,460) 431,132 560,887) 13,848 15,529 
UNOS o4 cuskviace 668,540 400,200 418,100) 3,200 3,700 
Total Customs & | | } | 
Ruciee ....4-% 1411000 831,332 978,987) 17,048) 19,229 
Motor Duties.....| 50,000' 12,967 13,329, 138! 100 


Surplus WarStores 95,000 88,314 132,400 1,114 1,059 
Surplus Receipts 
from Trading . 


55,000 40,000 40,175 10,000 10,000 
Post Office (Net 


Receipts)......} ... | 6,150! 4,980; 350} 250 
Wireless Licences.| 11,000' 5,270) 6,370, ... | s 
Crown Lands.....; 1,000 650 B70) wee | one 


Receipts from 
Sundry Loans..; 21,000) 22,145 19,249 895 77 
Misceli. Receipts... 270,000 29,303 194,039, 426 192 


Total Ord. Rev... 3449000 1966913 2256539 46,405 48,948 





Se_?r BALANCING 
Post Office. ...... 144,230) 85,000 94,200 1,900 1,850 
Income Tax on 
E.P.T. Refunds 49,000 132,747 16,219 1,947 274 


Total - 3692230 2184660 2366958. 50,252, 51,072 
Issues out of the Exchequer 
to meet payments 
(£ thousand) 











Esti- ge ro peepee 
Expenditure mate, April — | Week Week 
11947 48 to | to | ended | ended 
i Dec, Dec. | Dec. | Dec. 
| 14, 13, 14, 13, 
1946 | 1947 | 1946 | 1947 
URDINARY ' 
EXPENDITURE | 
Int. & Man. of! | 
Nat. Debt ..... | 525,000) 347,227 357,957 2,645 2,555 
Payments to N.| | | 
Preland.......; 23,000} 11,986) 14,540) 
Issue to Nat. Land) 
wee. oe cue fad 50,000 
Other Cons. Fund! | 
Services ....... | 8,000) 4,004, 3,878 
RRS ae 556,000, 413,216 376,375 2,645 2,555 


Supply Services . . 2635114/2009827 1660795 45,800. 34,000 
Total Ord. Exp... .|3191114 2513043 2037170 48,445: 36,555 


i 
SeLr-BaLANCING 


Post Office... .... | 144,230 85,000 94,200; 1,900 1,850 
Income Tax on ; ' 
E.P.T, Refunds, 49,000 132,747, 16,219 1,947 274 


Eee 3383344 2730790 2147589 52,292. 38,679 


After increasing Exchequer balances by {£367 to 
£3,098,259, the other operations for the week decreased 
the gross National Debt by £3,095,771 to £25,969 million. 


NET RECEIPTS (£ thousand) 





Land Settlement (Facilities) Act, 1919 and 1921.. 16 
NET ISSUES (¢ thousand) 

PM. and Telegrevhe. onic. dicks + as 6 0be sae 550 
Blt... ME ss kha ocean eWeek sei 336 
Loca! Authorities Loans Act, 1945, sec. 3 (1)..... 6,650 
Finance Acts, 1946 and 1947, Pos’-war Credits... 1,476 
Overseas Trade Guarantees Act, 139, sec. 4 (1).. 40 
New Towns Act, 1946, sec. 12 (9)....---.++-+55 100 

9,152 


remaining invested Sitka ak ae. 2,230 k 


CHANGES IN DEBT (£ thousand) 
Net Receipts Ner REPAYMENTS 





Nat. Savings Certs. 2,500 3% Def. Bonds.... *3,992 
24% Def. Bonds... 1,047 Other Debt :-— 

Tax Reserve Certs. 3,182 inteteal.. . 6s... 58 

Other Debt :— Treasury Deposits. 5,000 

External ,.... ee. 27,295 Treasury Bills .... 12,825 

Ways and Meags 
Advances ...... 15,245 
34,024 37,120 


* Including £3,429,000 paid off on maturity. 


FLOATING DEBT 








(£ million) 
Ways and 
Treasurv wheaus 
Bille Advances trea- 
, “4 sury | Totai 
pate | | 7] Be | cae 
Bank . 
Tender | Tap Public | of Banks eg: 
Depts. | Eng- Z 
land 
1945 
6g 2090-0 | 2477-8! 388-6 | 2-75 | 1729-0) 6688-1 
| j | 


Sept. 6 | 2190-0 | 2466-4 369-6 


4+75 | 1304-0 | 6334-8 
» 13} 2190-0 | 2499-9 357-1 | 


4+25 | 1296-5| 6347+7 





» 20 | 2190-0 | 2533-0) 327-7 | 80 | 1299-0| 6357+6 
», 26 | 2190-0 | 2557-1| 322-3| ... | 1292-5! 63619 
Oct. 4 | 2200-0 | 2534-8 | 363-9 | 19-8 | 1267-0) 6385-4 
» 11} 2220-0/ 2561-7| 343-2 | 20-3 | 1255-5) 6398-6 
» 18 | 2230-0} 2584-7) 362-8 | 2-0 | 1253-0) 64325 
", 25| 2230-0) 2561-5| 332-6 | ... | 1252-5! 6376-6 
Nov. 1 | 2240-0| 2543-4) 354-8 | 1°75 | 1252-5) 6392-5 
» 8} 2250-0| 2539-3! 337-7 |... | 1252-5| 6379-4 
. 15 | 2250-0) 2527-5! 346-7 | 13-5 | 1292-5! 6430-2 
22 | 2250-0 | 2579-7! 339-1 | 6-8 |1317-5| 6493-1 

" 29 | 2250-0 | 2561-0| 338-6 | ... | 1337-5 6487-1 
Dec. 6 | 2250-0 | 2582-2; 340-3| <2. | 1372:5| 6545-0 
yw» 13) 2250-0 | 2569-5| 325-1] “| 4567-5) c5Lzea 


itdiebin pads e. bees 








TREASURY BILLS 











(4 million) 
Per 
Amoum | Ameer Cent. 
Date ot ee ate | Allotted 
Tender of Allot. | a 
Jonerea Nr Atiotted} ma | Min 
| } | -~ Rate 
1946 
Dec. 13} 170-0 | 295-8 | 170-0; 10 0-14 | 45 
i9tt | 
Sept. 12| 170-0 | 269-7 | 170-0 | 10 2+85 51 
4g! 170-0 | 255-5 | 170-0 | 10 3-10 57 
= 26 | 180-0 | 277-4 | 180-0 | 40 2-66 2 
Oct. 4| 190-0 | 299-9 | 190-0} 10 1+39 49 
|, 40|-180-0 | 291-3 | 180-0} 10 1-36 41 
" 17} 170-0 | 268-9 | 170-0 | 10 1-87 er 
" 24} 170-0 | 285-0 | 170-0 | 10 +52 46 
” 31] tiu-w | 289-3} 170-0 | 10 1-38 43 
Nov. 7] 170-0 | 285-4 | 170-0} 1 1-49 45 
_ 14} 170-0 | 270-1 | 170-0 | 10 1-85 53 
| 21} 110-0 | 271-2 | 170-0] 10 1-70 53 
» 28] 170-0 | 469-2] 170-0) w 3-02 | 53 
Dec. 5] 170-0 | 300-6 | 170-0 | 10 2-26 | 38 
» 12} 170-0| 298} 170-0] 10 2-66 | 45 


| 


On December 12th applications tor bills to be paid on 
Monday, Tuesday, Wednesday, Thursday, Friday and 
Saturday were accepted as to about 45 per cent of the 
amount applied for at 499 17s. 5d. and applications at 
higher prices were accepted in full. £170 million (maxirnum) 
of Treasurv Bills are being offered for December 19th. For 
the week ended December 20th the Banks will be asked for 
Treasury deposits to an amount ot (60 million (maximum). 


NATIONAL SAVINGS 


(£ thousand) 
oe  iegecas. wekciaitac 1 a 
| Week Ended ‘var. 31to 
Dec. 7, | Dec. 6, | Dec. 6, 
| 1946 | 1947 1947 _ 
Savings Certificates :-— 


caeOO, s saenbssbimens | 3,400} 5,500 151,650 








Repayments ....seseee+- | 2,850, 2,500 99,250 
Net SavingS.crcsccecseess | 550 3,000 52,400 
fe Bonds :— 

Oe renipts etieé séducescee tae 1,705 51,670 
Repayments ...eeereese | 694 784 27,647 
Net Savings. ....+c00++++ } $3,831 921 24,023 

P.O. and Trustee Savings 

anks :— 
Receipts is Mbewe ba geea vine | 16,357 16,022 463,726 
Repayments .......s0+5+ } 14,653 | 12,630 430,931 
Net Savings........+.++- 1. we . 5. 3278. 
Total Net Savings ......... | 6,085 7,313 | 109,218 
Interest on certificates repaid | 499 | «= 450 | 18,865 


Interest accrued on savings | 2,290 | 16,899 


BANK OF ENGLAND 
RETURNS 


DECEMBER 17, 1947 


ISSUE DEPARTMENT 


| £ 
Notes Issued : £ | Govt. Debt... 11,015,100 
In Circin. ... 1363,149,123 | Other Govt. 
In Bankg. De- Securities ... 1438,196,228 











partment... 87,098,710 Other Secs... . 778,396 
| Coin other 
than Gold... 10,276 
Amt. of Fid.— —— 
ee. . = as 1450,000, 
Gold Coin and 
Bullion (at 
172s. 3d. per 
oz. fine). .... 247,833 
1450,247,833 1450,247,833 
BANKING DEPARTMENT 
: £ | i 
Capital ...... 14,553,000 | Govt. Secs.... 316,374,256 
PB ec ethaes 3,489,688 | Other Secs. : 
Public Deps.*. 12,368,421! Discounts and 
——— | Advances... 4,886,006 
Other Deps.: Securities.... 18,941,860 
Bankers..... 303,995,740 —— 
Other Accts... 93,457,022 25,827,866 
397,452,762 | Notes....... - 87,098,710 
1K ps <cuuas 563,039 
427,863,871 | 427,863,871 


* Including Rahoww. Savings Banks, Commissioners 
of National Debt Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ million) 


Dec. | Dec. | Dec. | Dec. 
18 3, 0 7 
| ee ee ae 
Issue Dept. : i | } j 
Notes in circulation. ..... 1417-0'1342-7,1353-4,1363-1 
Notes in banking depart- | | 
GUD ie Vikas hae so os 33-3) 107-6, 96-8 87-1 
Government debt and | | | 
SUCUEMIEN .. .ccte ess 1449-2 1449-4. 1449-3:1449-2 
Other securities......... 0-8 «O86 O-7 0-8 
GOON ove cdiws cas eg skece | O02 0-2 O-2 0-2 


Valued at s. per fine oz. 


172/3 172/3| 172/3; 172/3 
— Dept. : | 


i 
} 


| 
ts j ' 

BNO ss cnwshaeces ween 12-0; 19-3 189 12-4 
Bante 6... s.cses via | 276-2) 291-4, 294-2, 304-0 
OUNB i 50s ods exs ee Secs 56-4 94-3 92-9 93-4 
Wn btn cicasecbecien } 344-6) 405-0, 406-0 409-8 

Securities : | | 
Government. .........:-. | 286-1) 292-4 290-7; 316-4 
Discounts, etc........... | 25-0, 2*7 16-2) 4-9 
OE iis 5 ae Sd ee chain | 17-0| 19-0 19°35 18-9 
TOR AS BEES ase | 328-1; 314-1) 326-2) 340-2 

Banking dept. res.......... | 34-5) 108-8, 97-8 87-6 

' % % ; % i % 
“ Proportion ”........ wes. | 10-0) 26-8 24-0 21-3 


NS ener - 


* Government debt is £11,015,100, capital £14,553,000 
Fiduciary issue raised from {£1,400 million to £1,450 
million on December 10, 1946. 


GOLD AND SILVER 


The Bank of England’s Official buying price for gold 
remained at 172s. 3d. per fne ounce throughout the week. 
Spot cash prices were as follows :— 


| SILVER 





A 


1947 Lendon hiew York) Bombay Bombay 
ounce per ounce/per 100 tolas) per tola 





See ae ae Re oS i. . 
ll. | 4% 744 168 10 | 106 
ag 13.,}. 744 169 0 | 106 12 
" 43.. | Markets | Closed | 169 6 | 106 0 
at Se 168 8 | 105 10 
ee ee ee eee. 171 2 | 106 6 
ee 45 | 74% | Unquoted | 106 14 
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Printed in Great Britain by St. GrLements 
at 22 Ryder Street, St. James’s, London, S.W.1. 


Half the homes of Britain take the RADIO TIMES * 


The milk only lasts for a day, the RADIO TIMES for nine. Mother sticks to the Home 


Programme ; 


the younger children like Children’s Hour and thriller serials; Father favours 


the Third and Auntie marks any programme of good music. With so much consultation, 
each issue of RADIO TIMES Virtually televises itself onto receptive mind screens, Whata 
medium this paper makes for a national advertising campaign. 





* Member of the A.B.C. 





__. Advertisement Director, B.B.C. Publications, Broadcasting House, Portland Place, London, W.1 














By Appointment 
Suppliers of Aga Cookers io H.M. The King 


baa AGA COOKER was the 
revolutionary engineering in- 
vention of Dr.. Gustaf Dalen, the 
Swedish Physicist and Nobel 
Prizewinner. ‘To-day it is wholly 
British made, and embodies many 
improvements. 
Aga Cooker and Water Heater 
cooks more food and heats more 
water to each ewt. of fuel than any 
other appliance. Though it burns 
continuously and is therefore ready 
for immediate use day and night, 
the Aga is guaranteed not to 
exceed a certain maximum con- 
sumption of fuel. Moreover, the 
Aga is the most labour-saving 


AGA HEAT LTD. 


Like for like, the | 







Why the Aga Cooker and 


Water Heater is not a luxury, for 


the family or for the nation 


cooker and water heater on the | 


market. These facts should dispel 
any lingering impression that the 
Aga is a luxury product for the 
well-to-do. The Aga conserves 
the nation’s fuel, relieves the load 
on gas and electricity undertakings, 
reduces the family’s fuel bill and 
saves labour. 


THE AGA FOR EXPORT 


In the national interest Aga 
Heat Ltd. have decided that until 
further notice their entire pro- 
duction of Heavy Duty Cookers 
will be exported, as well as an 
increasingly high percentage of the 


go NORTH AUDLEY STREET, LONDON, W.1. 


The word AG A is the registered trade mark of Aga Heat Lid. 


Peess, Lrp., Portugal St., Kingsway, London, W.C.2. Published week! 
US. Representative: R.§. Farley, 111 Broadway, New Vout z 


opened a second works at Ketley 


production of domestic models. 
| Aga Heat Ltd. have recently 


in Shropshire, exclusively to serve 
the export trade. 


THE AGA HOME PRIORITIES 
(1) Farmers (2) Doctors 


In production allocated to the 
home market, Aga Heat Ltd. have 
decided to give absolute priority 
to Farmers and Doctors, who in 
Aga’s opinion most urgently 
require in the national interest the 
saving of fuel and labour as well as 


the domestic convenience which 
the Aga affords, 


(Proprietors: Allied Ironfounders Ltd.) 


MATYfair 6138 


Bi a a pormenres 





























